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Swedish elections 
Lurch to the left 
threatens fiscal rigour 
Fa 


WORLD NEWS I BUSINESS NEWS 


UK companies to 
challenge tobacco 
advertising ban 

UK tobacco companies are to 
mount a legal challenge to the 
European Union ban on tobacco 
advertising, under which almost 
all advertising and sponsorship rs 
to be phased out between 2001 
and 2006. Page 18; US cam- 
paign, Page 6 

Russia acts to calm investors 
Mikhail Zadornov, Russia's acting 
finance minister, moved to 
defuse a bitter clash with foreign 
Investors by revising plans to 
restructure the frozen domestic 
debt market. Page 18 

Thousands in Malaysia protests 
Malaysian riot police fired tear 
gas and water cannons at thou- 
sands of people protesting out- 
side a court house against the 
detention of Anwar Ibrahim, the 
sacked deputy prime minister. 
Page 7; Editorial Comment, 
Page 17 

Hi official confident on growth 
EU finance commissioner Yves- 
ThtbauK de Silguy said he 
expects the EU to be the stron- 
gest growing region in the world 
next year, despite risks posed by 
the Russian ^nd Asian crises. 


Germans tighten anti-terror net 
German pottos said they tight- 
ened security at toe Oktoberfest 
beer festival after the arrest of a 
suspected associate of Saudi 
dissident Osama bin Laden in the 
Munich area. 

IRster police make bomb arrests 
Police hunting bombers who 
killed 29 people in toe Northern 
Irish town of Omagh last month 
arrested 10 people in raids north 
and south of the Irish border. 

Swedish PM confronts poO upset 
Gfiran Persson, toe Swedish 
prime minister, cancelled a visit 
to New York following his Social 
Democratic party's weak show- 
ing In Sunday's election. Page 2 

Eurocrats face exam resfi 
Tens of thousands of budding 
“eurocrats" may be forced to 
resit their Brussels entrance 
exams after candidates were 
fourto checking the answers by 
mobile phone. Page 3 

US sprinter (ties at 38 
American sprinter Florence 
Griffith Joyner, "Flo- Jo", winner 
of three gold medals at the 1988 
Seoul Olympics, died at the age 
of 38 of a heart seizure. Page 6 

IMF ponders capital Row controls 
The International Monetary Fund 
said that controls on inward 
movements of capital could be a 
useful tool for some countries, 
reflecting doubt on opening 
economies prematurely to free 
flows erf capital. Page 9; 

Editorial Comment, Page 17 

Nigeria seeks support on debt 
Abdulsalami Abubakar, Nigeria's 
new military ruler, will urge Tony 
Blair, Britain's prime minister, 
today to back efforts to resched- 
ule Ks country's estimated 
$35bn external debt 
Page 9 

Monet snatched in ffice raid 
Thieves stole a painting by 
Monet and another by Sisley on 
loan from the French state to a 
museum In Nice. 

Rockafefler tops rtchast-ever fist 
A ranking of the 40 richest 
Americans of aH time, compiled 
by American Heritage magazine, 
put John D. Rockefeller 
(1839-1937) at number one, with 
Microsoft founder Bill Gates at 
number five. . 
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Corporate headquarters 
Whose purpose 
do they really serve? 
Peter Martin, Page 16 




that weekend getaway 
Technology, Page 13 


Eurotunnel achieves 
sharp increase in 
operating profits 

Eurotunnel, operator of the 

Channel tunnel, recoded a sharp 

increase In operating profits In 
the first half of 1998, helped by 
buoyant traffic levels and tight 
cost controL Adding in interest 
savings from last year's financial 
restructuring allowed It to 
achieve Its first pre-tax profit, but 
this effect win not be repeated, 
the company said. Page 19 

PofyGtant Rimed Entertainment’s 
fate was undecided as bidders 
for Europe's largest film producer 
and distributor were locked In 
talks with Goldman Sachs, which 
is handling the sale, after Friday’s 
bidding deadline. Page 21 

Keflogg, the troubled US 
cornflake company, announced 
the departure of North American 
chief Thomas Knowtton six days 
after shedding its European 
operations heed. Page 19 

Dresdner Bank and German 
Insurance group Allianz 
announced a joint venture in 
asset management services and 
suggested they were considering 
further co-operation. Page 21 

Lockheed Martin on course for 
another clash with US regulators 
after announcing its $2.7bn 
agreement to buy satellite tele- 
communications company 
Comsat Page 19; Observer, 
Page 17; Lex, Page 18 

Societe G£n£rafe de SurvefHance of 
Switzerland, whose shares col- 
lapsed after a series of profit 
warnings, has named Max 
Amstutz as chairman. Page 21 

Guidant, a fast-growing US 
medical technology company, 
has agreed to pay up to $850m 
for Suiza- Medica’s heart pace- 
maker business. Page 20 

Nacfcebro, Swedish real estate 
company, accepted a SKr3.36bn 
($4 28m) takeover bid from larger 
domestic rival Draft. The deal mil 
create Sweden's largest listed 
property group, with a combined 
portfolio of SKr22.8bn. Page 21 

EMI, one of the world’s largest 
music companies, saw its shares 
fan 61p to 335p after warning 
interim operating profits would 
be 20 pa cent Iowa than In toe 
first half of last year. Page 19; 

Lex, Page 18 

Lafarge, French construction and 
building materials group, has 
paid $240m fa Blue Circle 
Industries’ South Africa unit 

Page 21 

Northern Telecom, leading 
telecoms equipment maker, is 
shutting down two plants in 
England as part of the layoff of 
3,500 staff worldwide. Page 10 

Alpha Credit Bank, Greece’s 
biggest private bank, is to pay 
C£20.55m ($41 .3m) for 75% of 
Lombard NatWest Bank, a 
Cyprus-based subsidiary of the 
UK’s NatWest Group - the first 
Greek purchase of a bank in 
Cyprus. Page 21; Observer 
Page 17 

Philippine Airfines has been 
granted a 60-day extension of its 
debt-servicing moratorium by the 
Securities & Exchange Commis- 
sion. Page 22 

Euro Prices 

A comprehensive statistical guide to 8* 
am currency ana, cowrinfl foreign 
exchange, bond aid eqtfty markets. 

Page 25 
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Fadng the people: Presklent Cfinton shows his emotions during intense questioning in the videotaped testimony broadcast throughout the world yesterday 

Clinton videotape reveals 
robust but evasive defence 

President’s evidence broadcast as he receives standing ovation for UN speech 


By Gerard Baker and Richard Wolffs trated on non-stop transmission 
in Washington and Laura Sflber in of the video testimony, in which. 
New York under intense questioning about 

the Intimate details of his 18- 

President Bin Clinton was shown month affair with the former 
to have mounted a robust but White House intern, Mr Clinton 
often evasive defence of his con- Insisted he did not commit per- 
duct in the Monica Lewinsky jury when he denied having sex- 


scandal in four hours of video- 
taped interrogation broadcast 
yesterday. 

The unprecedented transmis- 
sion of Mr Clinton’s testimony to 
the grand jury - given on August 
17 - was broadcast at the same 
time as he delivered a speech on 
the fight against world terrorism 
at the United Nations. 

In stark contrast to his often 
embarrassing evidence, Mr Clin- 
ton, looking composed but sub- 
dued, won a standing ovation 
from world leaders at the UN as 
he called for a worldwide effort 
to combat terrorism. 

But US broadcasters concen- 


ual relations with Ms Lewinsky. 

He refused to answer detailed 
questions by prosecutors from 
Kenneth Starr’s office of indepen- 
dent counsel about the exact 
nature of his relationship with 
Ms Lewinsky, admitting ‘inap- 
propriate intimate contact". 

Mr Clinton defended his 
strained legal definition of sex by 
claiming be had never touched 
Ms Lewinsky with an intention 
“to arouse or gratify" her - the 
definition he understood to have 
been the one used for the pur- 
poses of the Paula Jones sexual 
harassment case. He condemned 
his legal opponents as a right- 


wing conspiracy that sought to 
entrap Him in the Jones case. 

The tape revealed a president 
under intense pressure who occa- 
sionally snapped, at his interlocu- 
tors but did not lose his temper. 
“I am not going to answer ■ your 
trick questions," be told prosecu- 
tors at one point ■ 

The House Judiciary commit- 


tacts began in January 1996 after 
she had a paid White House job. 

Although she denied Mr Clin- 
ton had ever asked her to lie 
under oath about their relation- 
ship, Ms Lewinsky told grand 
jurors of conversations she had 
with Mr Clinton about concealing 
their sexual relationship, discus- 
sions that could amount to 


tee also released more than 3,000. obstruction of justice. “I told him 


pages of supporting evidence for 
the independent prosecutor’s, 
case against the president; They 
included Ms ' Lewinsky’s own 
account of the events, in which 
she contradicted the president's 
on several aspects. 

In particular, she insisted Mr 
Clinton had indeed touched her 
during their sexual encounters 
and said they were alone at times 
in the Oval Office. She dated 
their first sexual encounter at 
November 1995 while she was 
still an intern.. He said tfre.con- 


I could always - I would always 
- deny ft. I would always prated 
him," Ms Lewinsky said. She was 
then asked by a juror to recount 
what the president said. “I’m see- 
ing him smile and I’m hearing 
him saying, ‘That's good.’ or. 
something affirmative." 

Mr Clinton said in his testi- 
mony he “absolutely never asked 
her to lie". 

Key to president's tide, Page 6 
CDnbm ages UK, Page 9 
Video highfighte, wwwJtcorn 



By Paul Abrahams in Tokyo 

A deal aimed at stabilising 
Japan’s banking system fell apart 
yesterday as the ruling Liberal 
Democratic party and opposition 
groups squabbled over what had 
been agreed. 

The collapse of the plan, agreed 
last week and focused on the 
problems of the Long-Term 
Credit Bank of Japan, is a severe 
blow to the credibility of Keizo 
Obuchi, prime minister, who Had 
been due to present it at a meet- 
ing today in New York with Bill 


Clinton, the US president. Dis- 
mayed markets generated a “tri- 
ple sell” of stocks, bonds and cur- 
rency. The Nikkei average of 225 
leading shares tumbled 2.7 per 
cent to Y1S.597. Government 
bond prices fell, with the yield on 
the benchmark J82nd 1 0-year 
bond rising 0.065 percentage 
points to 0.74 per cent The Japa- 
nese currency weakened against 
the US dollar from Y132.7 to 
Y133JL 

After the markets closed. Fitch 
IBCA, the London-based ratings 
agency, downgraded Japan's 


long-term foreign currency rating 
from AAA to AA+, blaming the 
weak and deteriorating banking 
system, poor policy response by 
the Japanese government and 
mounting public debt It warned 
gross debt would approach 110 
per cent of gross domestic prod- 
uct this year. 

The country's banks and other 
financial companies have bad 
debts estimated by Moody’s, the 
US ratings agency, to be as high 
as Yi51,37Qbn ($U36bn). 

At the heart of the squabbling 
are the LDP's assertions: that 


public money can still be injected 
into the troubled Long-Term 
Credit Bank of Japmi without it 
being nationalised; that 
Yl3,tt»bn of funds set aside to 
help ailing banks can still be 


Ireland 

Peace and prosperity 
promise great times 

Survey 


Shares fall 
as investors 
seek safety 
in bonds 

By Philip Coggan, 

Markets Editor 


Profit warnings, concerns about 
the progress of Japanese banking 
reform and fears about the effects 
of President Clinton’s video testi- 
mony combined to set off another 
volatile day on world stock mar- 
kets, prompting investors to 
favour bonds over equities. 

Bond yields fell to their lowest 
levels for decades in Germany, 
the US and the UK, as investors 
sought the safety of developed 
government bonds. The yield on 
the benchmark 30-year Lis Trea- 
sury bond dropped to 5.08 per 
cent in early trading, while In 
Germany, the yield on the 10-year 
bund hit a new post-war low of 
3.85 per cent 

The equity sell-off started in 
Asia, with tbe Nikkei 225 average 
falling to its lowest for 12 years, 
after a rescue plan for the 
Long-Term Credit Bank of Japan 
collapsed. 

European stock markets were 
lower from the start and were hit 
during the day by profit warn- 
ings at EMI, the UK music com- 
pany, and Philips, the Dutch elec- 
tronit's group. 

The warnings, which came on 
top of similar statements last 
week from Alcatel, the French 
telecoms group, and Royal 
Dutrf.i'Shell. the oil giant, 
reinforced fears that European 
corpurate profits were coming 
under pressure from the slow- 
down in emerging markets. 

The CAC 40 share index in 
Paris .-fell 3.5 per cent and the 
DAX in Frankfurt 4 per cent, 
- while the Amsterdam stock mar- 
ket fell 5.9 per cent. In London, 
the FTSE 100 index fell 65.3 to 
4,990.3, having been as touch as 
156 points lower. 

On Wall Street, with many 
. tildes. away for the Jewish New 
Year holiday, the Dow Jones 
Industrial Average opened doom 
175 points. However, with little 
new emerging in the Clinton tes- 
timony. the market rallied, and 
about an hour before the close it 
was down 13 points at 7,882. 

Latin American markets con- 


used: and that the ministry of turned to be nervous in early 


finance should keep its 
policy-making powers over the 
banking sector, or only be 
stripped of them after 2003. Tbe 
opposition says none of these 
claims is in line with the agree- 
ment. 

Obotoi’s brother In probe, Pap 7 


trading, although Pedro Mai an, 
the Brazilian finance minister, 
said the government would not 
Impose restrictions on capital 
outflows or devalue the real. 


Spectre of deflation, Page 17 
Lex, Page 18 

Europe feels toe pinch. Page 19 


Philips shares slide 
on profits warning 
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By Gordon Cramb hi Amsterdam ips releases its third-quarter 

results in a month. 

Shares in Philips, Europe’s PCC's problems have been 
largest consumer electronics blamed on a delay in launching 
group, slid 17 per cent yesterday new mobile models. Philips came 

- back to their level of early 1997 late to a mobile business domi- 

- as it warned profits would be nated by Motorola, Nokia and 

fiat this year and called into Ericsson. Analysts expect a sale 
question its future in mobile of the division to one of the big 
phones. three or to a group like Siemens. 

The company accompanied fts Apart from PCC, Philips said it 
announcement by saying it was suffering from depressed 
planned to buy back about 8 per income in display components 
cent of its equity, starting before and lower margins on semi con- 
the end of the year. At last ductors. These would together 
night's closing price of FI 82 the produce a significant decline in 
repurchase programme would third quarter earnings. For the 
cost some FI 2.4bn ($l.2bn). A full year it expected income from 
buyback bad been expected since normal business operations "at 
Philips agreed to seD PolyGfram, about tbe same level as in 1997". 
its entertainment subsidiary, to Philips had previously been 
Seagram of Canada in May for forecasting double-digit earnings 
$10.4bn. The shares, which growth. It made record net prof- 
peaked at Fl 204J30 that month, fts of FI 3J!9bn last year, on top of 
have halved since. which it took a Fl 2.44bn extraor- 

Cor Boonstra. the Dutch dinary credit on disposals. Yes- 
groop’s president, yesterday fore- tetday it said the PolyGram sale, 
shadowed a possible further to be completed by early Nbvem- 
shake-out in tbe organisation by ber, would "generate a very large 
saying it was "examining all extraordinary gain", 
options” for Philips Consumer Mr Boonstra said the group 
Communications, its operation was continuing to reduce costs 
•making telephone handsels. while upgrading its information 
■ Philips said late last month technology infrastructure and 
that PCC, a 60 per cent-owued investing in the Philips brand, 
joint venture with Lucent Tech- “These are part of the fundamen- 
nol ogles of the US, would not . tal and lasting changes we are 
break even this year. Yesterday making on the way to a simpler. 
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it said the unit would show a 
“significantly higher loss”. With 
Lucent it was undertaking an 
evaluation, results of which 
would be made known when Phil- 


lower cost and high performance 
organisation." 

Lex, Page 18 
EM shares fafl, Page 19 
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SW EDISH ELE CTION RESULTS PERSSON BEGINS TALKS WITH OPPOSITIO N LEA DERS IN i ATTE MPT TOJO RM MINO RITY . GOVERN MENT . . V: f ‘ 

SDP leader cancels New York visit 


By Tim Burt In Stockholm 


GOraq Persson. the Swedish 
prime minister, yesterday 
cancelled a visit to New 
York to discuss the so-called 
“Third Way" agenda with 
President Bill Clinton and 
Tony Blair, the British prime 
minister, following Ins Social 
Democratic party's weak 
Showing in Sunday’s general 
election. 

Mr Persson decided to 
remain in Stockholm after 
seeing support for the ruling 
SDP fall to its lowest level in 
70 years, in the face of 


strong gains by the former 
communist Left party and 
centre-right Christian Demo- 
crats. 

The prune minister, who 
vowed not to resign or seek 
a coalition between the SDP 
and any other party, yester- 
day initiated talks with a 
number of opposition leaders 
in an attempt to secure par- 
liamentary support for a 
new minority government. 

Fears that the SDP would 

have to rely on the Left - 
which favours increased 
public spending and opposes 
Swedish participation in 


European economic and 
monetary union - yesterday 

hit financial markets as the 
krona and shares prices fell, 
whQe bond yields rose by up 
to 17 basis points. 

The krona weakened from 
SKT4.62 to SKr4.74 against 
the D-Mark; the Stockholm 
Aff5rsvSrlden index fen by 
more than 2 per cent. 

Carl Bildt. leader of the 
main opposition Moderate 
party, warned: "We will be 
saddled with the weakest 
government in Europe 
depending on an unstable 
relationship with leftwing 


factions." Although he 
admitted the Moderates 
could not form an alterna- 
tive; non-socialist coalition, 
Mr BDdt said he was consid- 
ering a vote of noconfidence 
in the SDP if it failed to form 
a workable administration. 

Erik Asbrink. the coun- 
try’s finance minister, tried 
to reassure economists and 
the financial markets that 
the election result would not 
derail the government’s eco- 
nomic strategy. - 

Mr Asbrink said in an 
interview that preparations 
for Sweden's October 13 bud- 


get would continue under a 
broad SDP strategy of ensur- 
ing sustained economic 
growth and preserving a cur- . 
rent account surplus. 

He emphasised, moreover, 
that the Left - headed by a 
triumphant Gudrun Schy- 
man - could not force the 
SDP to tear up three 
multi-party agreements to 
which it is opposed. 

They include a three-year 
public expenditure ceiling, 
greater independence for the 
central bank and pension 
reforms. 

“These measures will 


maim it much more difficult 
for a party to increase spend- 
ing without financing it by 
reducing other 'expenditure," 
said Mr Asbrink. 

He acknowledged that 
negotiations with the Left 
and the Greens could lead to 
“short-term .difficulties" but 
insisted that the government 
could also co-operate with 
other parties. . . 

Ms Schyman lost no time 
yesterday preparing for 
those negotiations, propos- 
ing a referendum on Swe- 
den’s entry into the euro 
zone. 


Social Democrats’ battering sends a 
shudder through Swedish business 

Persson will have to reconcile leftwing demands for more public sector jobs and 
benefits with his commitment to fiscal rigour. Tim Burt and Greg Mclvor report 


SDP officials yesterday sig- become isolated on the 
fringes of the EU. 
Suggestions, however, that 


Sweden’s new parfiament 

ToW seats 348 

Soetafetbtocfl] . 

Center 18 


CtofsttaROwDcrts- 
. 42 



S treet cleaners in Stock- 
holm yesterday hur- 
riedly removed cam- 
paign posters around the 
city, tossing placards into 
the back of a truck. The slo- 
gan on one - a poster for the 
ruling Social Democratic 
party obscured by muddy 
footprints - read simply: 
“With care for the future". 

That promise has been 
jeopardised by the SDP's 
disastrous showing in Sun- 
day's general election, in 
which the party that has 
ruled Sweden for 57 of the 
last 66 years saw its support 
fall to its lowest level since 
the first world war. 

Although the party 
emerged as the largest par- 
liamentary group, it lost 
almost 20 per cent of its 
seats in the Riksdag - most 
of them to the Left party, 
which saw its share of the 
vote double to 12 per cent. 

The result undermines the 
authority of GOran Persson. 
the prime minister and SDP 
leader, who campaigned on a 
ticket of prudent economic 
management and modest 
public spending increases. 


nailed that the party would 
form a minority administra- 
tion. most likely relying on 
parliamentary co-operation 
with both the Left and s mall 
Green party. 

This prospect has caused 
considerable unease among 
Sweden's centre-right parties 
and many Stockholm-based 
economists, who yesterday 
wanted that the Left’s ascen- 
dancy would put a brake on 
labour market and tax 
reforms, and further delay 
any Swedish decision on par- 
ticipation in European eco- 
nomic and monetary union. 

“This is a negative result 
for the business climate of 
Sweden and raises major 
questions over the future 
direction of the economy." 
said Krister Andersson. a 
senior economist at Skan- 
dinaviska Enskilda Banker 
in Stockholm. 

Given that both the Left 
and the Greens oppose Swed- 
ish membership of the Euro- 
pean Union - let alone join- 
ing the single currency - 
several analysts also pre- 
dicted that the country could 


the political map of Sweden 
has been redrawn may prove 
wide of the mark. 

The Social Democrats 
were certainly abandoned by 
large numbers of voters dis- 
enchanted with its austere 
public spending policies over 
the past four years. 

B ut they will continue to 
dictate the overall direc- 
tion of Swedish politics, 
albeit constrained by the 
looser fiscal and welfare poli- 
cies of the Left. 

“From the market point of 
view it is probably the worst 
outcome, hut it is not a 
disaster provided fiscal pru- 
dence Is maintained." said 
Carmen Nuzzo, Nordic econ- 
omist at Salomon Smith Bar- 
ney in London. 

She said Mr Persson would 
collaborate with the Left and 
Greens initially, but pre- 
dicted be could also win sup- 
port from centrist parties on 
key issues such as the bud- 
get. 

Nevertheless. Mr Persson 


will find himself under pres- 
sure - from inside his own 
party as well as outside - to 
shift leftwards. And the 
prime minister has already 
vowed to work harder to pro- 
mote "social Justice". 

Meanwhile, the Moderates, 
while scoring strongly 
among Sweden’s first-time 
voters, failed to capitalise on 
Mr Persson’s discomfort. 
Their promises of lower 
Income taxes and labour 
market deregulation misread 
the public mood in a country 
where the state employs 
more than 30 per cent of the 
workforce and where puni- 
tive taxes are seen as the 
acceptable price of generous 
state welfare. 

The battle for the centre- 
ground of Swedish politics 
was won by the Christian 
Democrats, championing 
family values and cleaner 
politics. That tactic proved 
effective, particularly among 
voters angered by a spate of 
local government scandals in 
recent years. 

But given the dreadful 
results polled by the Centre 
and Liberal parties, the 


AHCtfB/ 

potency of a non-socialist 
alliance including the Mod- 
erates and Christian Demo- 
crats looks doubtful. 

That wifi be little solace to 
Mr Persson. He would prefer 
to seek support from the cen- 
tre, as he has for the past 


four years, but must now 
depend on two parties clam- 
ouring for more public sec- 
tor jobs and higher welfare 
benefits. Reconciling those 
demands with the SDP’s 
commitment to fiscal rigour 
Will be no easy task. 


BANGLADESH 

Flood Disaster 



This is Alaya Begum, she is IQ years old. She is one of 30 million people whose (Ives have been 
shattered by the floods which have devastated Bangladesh in recent weeks. 

She stands beside the water which has washed away her home and now covers her family's farmland. 
They have nothing left. 

Countless numbers are gathering in makeshift camps. Disease is rife. Food is short. People are dying. 

Children weakened by disease and malnutrition will not survive unless they receive food, dean 
water and medicine. And unless families are able to replant, to replace their ruined crops, they face the 
prospect of starvation. 

They urgently need your help. Just £25 will provide basic survival items and enough food to keep one 
person alive for a month. 

Please give whatever you can, today. Donation Line 0990 22 22 33 ( 24 bran) 
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Participating agencies: 

ActionAid, British Red Cross, CAFOD, 
CARE International UK, Christian Aid. 
Concern Worldwide, Help the Aged, 
OXFAM. Save the Children, Tbarfund. 
World Vision. 


GUDRUN SCHYMAN KINGMAKER ROLE 


Jubilant Left 


draws up list 
of demands 


By Greg Mcfvor in Stockholm 

“We have written history," 
Gudrun Schyman told cheer- 
ing supporters late on Sun- 
day night as the leader of 
Sweden's Left party hailed 
the former communists' 
record general election 
result. 

In its best performance 
since its foundation in 1921, 
the Left won 13 per cent of 
the vote - almost double its 
share in the 19W election - 
and enough to make Ms 
Schyman a political king- 
maker. 

The 50-year-old grand- 
mother and former, social 
worker savoured her emer- 
gence as the election's big 
winner well into the night. 
But yesterday she began pre- 
paring for talks with Goran 
Persson, the Swedish prime 
minister and Social Demo- 
crat leader, over parliamen- 
tary collaboration between 
their two parties. 

Ms Schyman started the 
day by calling for a referen- 
dum next year on Swedish 
participation in European 
economic and monetary 
union. The Left is vehe- 
mently opposed to the single 
, currency and wants the 
country to leave the Euro- 
! pean Union if voters reject 
1 Emu. 

Ms Schyman is also likely 
to press Mr Persson to 
increase public sector spend- 
ing to ftiel job creation. She 


has called for the restoration 
of 100,000 public sector jobs 
cut during the 1990s. adop- 
tion of a 35-hour working 
weds and higher state wel- 
fare benefits. 

Although the Left favours 
tax breaks for middle and 
low income earners, other 
key demands include a sur- 
charge on company profits 
above a certain level and 
higher wealth taxes. 

Such policies have made 
Swedish business leaders 
deeply suspicious of Ms 
Schyman. A leading econo- 
mist yesterday described her 
as “politically opportunistic 
and fiscally irresponsible". 

The Left leader is used to 
barbed comments. Her sup- 
porters retort that she has 
displayed political pragma- 
tism by moving the Left 
gradually rightwards since 
taking over the leadership in 
1993. 

A Mandst/Leninlst during 
her youth, Ms Schyman has 
repositioned the party as a 
radical, feminist group cam- 
paigning for better welfare 
and redistribution of income 
but not immune to private 
sector concerns. 

As a result, she has torn 
votes away from the ruling 
party. Carl BOdt, the Moder- 
ate party leader, said yester- 
day that the prime minis- 
ter's "dilemma Is that 
Gudrun Schyman represents 
his voters better t han be 
does". 



Gudrun Schyman with AH Svensson of the Christian Democrats AP 
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ITALIAN GROSS DOMESTIC PRODUCT 

Data confirm sluggish 
second quarter growth 

Italy's sluggish rate of growth was confirmed yesterday by 
•seajhd^juarter data showing only asBght rebound in the 
economy. As the Italian government prepares to unveil a 
budget this week to stimulate the economy and employ- 
ment, it emerged that Italian real gross domestic product . 
grew 0.4 per cent In the second, quarter against the first 
three monthsof 1998. 

■ The- quarter-on-quarter figure suggests a pick up In eco- 
nomic activity after the 0.1 per cent contraction in GDP 
between January and March of this year. But analysts 
picked out a range of unsettling signs in toe data, includ- 
ing reduced growth In gross fixed investments and a sur- 
prising weakness in toe construction industry. 

The data will increase pressure on toe government to try 
and stimulate the housing market next year. Tax breaks for 
first-time homebuyers are already expected to appear in 
this week’s budget James Blitz, Rome 


TURKISH TAX MEASURES 

Proposals disappoint investors 

Mesut Yllmaz, the Turkish prime minister, yesterday 
unveiled measures to lighten the tax burden on investors 
on the Istanbul stock exchange. But his announcement, 
part of efforts to shore up investor confidence in toe coun- 
try’s turbulent capital markets, fell short of expectations 
that he would postpone a capital gains tax. Over the last 
two months, toe country’s leading stock market index has 
fallen by more than 50 per cent 

Mr Yilmaz's measures Include tax exemptions for invest- 
ment funds, a reduction in banking and insurance taxes 
payable by brokerage firms, and the elimination of a with- 
holding tax on equity dividends. The period during which 
shares have to be held before they are exempted from tax 
has also been cut from one year to three months. 

However, Mr Yllmaz did not meet the brokers' chief - 
demand - to postpone a capital gains tax on stockmarket 
profits. The tax, which was initially announced in July, is 
still scheduled to be introduced in 2000. 

The leading stock market index fell 6 per cent yesterday 
in anticipation of disappointing measures. The index had 
risen 18.5 per cent on Friday, after Mr Yilmaz had 
- announced his intention to “lighten toe burden on broker- 
age firms”. Christopher de Bellaigue, Ankara 


BSE OUTBREAKS 


Brussels criticises Lisbon 

Portugal has bean asked to provide a full explanation to 
the European Commission, toe European Union's execu- 
tive, after an alarming rise in outbreaks of BSE or “mad 
cow disease”. 

Lisbon has until Friday to respond to criticisms by EU 
veterinary experts of Portugal's implementation of controls 
to fight toe spread of a disease, which has been linked to 
CJD. a fatal illness affecting people. 

Franz Fischler, EU farm commissioner, said yesterday 
that he could not exclude the pass&ility of banning beef 
exports from Portugal Officials said another possibility 
was tost the Commission could take legal action against 
Portugal if its response was inadequate. 

The emergence of problems in Portugal coincides with a 
marked decrease in BSE in the UK. which has suffered toe 
highest number of cases at about 170.000. Portugal's BSE 
problems are small, so far, in comparison with the UK's 
Michael Smith, St Wolfgang, Austria 


LONG-HAUL JETS 


Airbus set for Iberia order 

Airbus is set to obtain a provisional order worth more than 
$1bn from Iberia, the Spanish state-controlled airline, to 
renew Its fleet of long-haul jets. The decision, due to be 
announced today, marks Airbus's second Spanish victory 
this year in competition with Boeing of the US following an 
order In February worth more than $2.5bn for short and 
medium-haul a ir cr aft 

The new order Is expected to involve 11 Airbus A3 40 
aircraft but is conditional on the outcome of negotiations 
between Iberia and toe Spanish pilots' union Sepia The 
airline has warned the pilots that the current dispute on 
pay could make some long-distance routes un viable. The 
order will complete a switch by Iberia to Airbus, in which 
toe Spanish state-owned aerospace company Casa holds 
a 4.2 per cent stake. David White, Madrid 


ETA CEASEFIRE 


Madrid urges disarmament 

The Spanish government yesterday called on Eta, the 
armed Basque separatist organisation, to go further than 
the ceasefire it began last week and agree to abandon its 
arms. 

Josep Piqu6, government spokesman, said a real peace 
process would start only when Eta handed over its weap- 
ons and disbanded. He said it was up to Eta and not the 
government to make gestures. 

His remarks followed a meeting in Madrid between Jos£ 
Maria Aznar, prime minister, and Joaquin Almunia, sec- 
retary-general of the Socialist opposition party. Mr Piqu6 
said toe two had "agreed on toe fundamentals" of how to 
approach Eta's ceasefire initiative. David White, Madrid 
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Banks cut euro-zone forecasts 
despite assurances from ECB 


Economic indicators for euro-11 countries 



ECB watch 


By Wolfgang Wtochau, 
Economics Correspondent 

Leading: international banks 
have downgraded their eco- 
nomic forecasts for the euro- 
zone - the 11 European 
countries that will switch 
over to the single currency 
next year - as a direct result 
of the international financi al 
crisis. 

Goldman Sachs, Salomon 
Smith Barney and Deutsche 


Bank have all revised down- 
ward their previous expecta- 
tions for economic growth 
because of the growing inter- 
national uncertainty. 

The revisions come despite 
repeated assurances by 
senior officials of the Euro- 
pean Central Bank (ECB) in 
Frankfurt and various 
national central bank gover- 
nors. who said that Europe 
would be well insula tan from 
the financial turmoil. 

Salomon Smith Barney 
wrote to its clients at the 
end of last week: “We have 
cut significantly our GDP 
growth and inflation fore- 
casts for 1999 due to the 
weakening external environ- 


ment and the likely appreci- 
ation of the euro versus the 
dollar. M Salomon Smith Bar- 
ney cut its forecast of 
growth in the euro-zone's 
gross domestic product in 
1999 from &2 per cent to 2.6 
per cent 

Goldman Sachs warned 
there was evidence of a slow- 
down in GDP growth during 
the second half of this year. 
"Should the impact of the 
international shock be large 
enough to slow growth 
below potential, the decline 
in unemployment would 
come to an end and the 
recovery in consumption 
would be short-lived." Deut- 
sche Bank has also cut its 


1999 growth forecast - from 
3.1 per cent to 2.6 per cent 

All three institutions now 
expect short-term euro-zone 
interest rates will converge 
at the current prevailing 
securities repurchase rate of 
Germany and France - 8.3 
per cent They also assume 
that the rate will remain at 
this level throughout 1999. 

Deutsche Bank economists 
say the forecast could he 
subject to further downward 
revision in the absence of an 
economic recovery in Japan 
or if the US economy experi- 
ences a sharp slowdown. 

A big factor in the down- 
ward revision of growth is 
the exchange rate. Avinash 



Jui 1993 -tal 1998 Way 98 

Apr 98 Mar 98 

MW 

1097 

1996 

Inflation (arai %oanw)t 

14 

14 

14 

14 

14 

14- 

zr 

UnomptaynwiS (%) 

ru 

11* 

114 

113 11J 

114 

114 

114 

Trade (Ecu bn) 

Espials 

n/a 

ala 

afa 

674 714 

613 

7584 

667.7 

bipods 

nJa 

afa 

afa 

SOD 8315 

58.1 

G6&3 

5944 

Trade balance 

afa 

nil 

n fa 

74 . 74 

54 

902 

715 


Feb-Aor/ 


Jan-ta?' 

Dec-Fed.' 

UwJanf 

1997 

1996 


Nw-Jafl 


Oci-Dec 

Sep-Nw 

Aug-Ori 



loduatrial production (%| 

(3 rower Previous 3 mo) 

t.t 


1.1 

1.1 

14 

llri 

OJJTT 

ajFgnwfliffcl 

011998 

041997 

031397 03 1097 


1997 

1996 

Oner same quarter taa year 

16 


11 

17 24 


15 

14 


■WMM -Esbnataa 

rram*ats8B swrrsnes 


Persaud, foreign exchange 
economist at J.P. Morgan in 
London, said "The redly in 
the dollar from DMi.so two 
years ago to DMiiJG was the 
engine of European growth. 
The current reversal in the 
exchange rate must be a 
cause of major concern for 
policymakers." He forecasts 
a year-end rate of DM1.60. 


compared with a current 
rate of close to DM1 .TO. He 
said European exports would 
be hit significantly if the 
rate fell below DM1.60. 

The US Federal Reserve Is 
now considered to be the 
only large international cen- 
tra) bank with sufficient 
headroom to cut interest 
rates. European central 


bankers have sent a strong 
signal that they do not plan 
to cut European interest 
rates at this point. As a 
result, the Fed could wield a 
stronger influence on the 
euro exchange rate and the 
euro-zone growth rate than 
the European Central Bank, 

Personal View, Page 16 


Tom between politics and economics 

Ireland, more than any other prospective participant in the single currency, is battling to reconcile the 
conflicting demands of maintaining a sound economy and joining a club. John Murray Brown reports 



Living with 
Die euro 


The big blue notices dotted 
around Ireland’s motorways, 
waterworks and rail links 
are testimony to the benefits 
the country has reaped from 
the EU and its persuasive 
power in winning the most 
aid pear capita of any mem- 
ber state. 

But despite the large sums 
of EU infrastructure funding 
to which these signs attest, 
the central aspects of the 
relationship with Europe are 
increasingly becoming a 
source of concern. As the 
governing coalition prepares 
to join the single currency, 
doubts have surfaced about 
Ireland's ability to meet the 
exacting financial conditions 
of membership. 

Across all parties, there is 
a recognition that joining 
the single currency is a polit- 
ical not an economic exer- 
cise. For it is only by deepen- 
ing ties within the EU that 
Ireland has been able to 
lessen its dependence on the 
UK, its former ruler and 
largest trading partner. 

Yet more than any other 


prospective participant in 
the project, Ireland now 
finds itself torn between 
what is sound economic pol- 
icy and what is required to 
join the cluh 

Worries about inflation 
have reappeared just as 
Ireland is surrendering its 
control over monetary policy 
- one of the main policy 
tools for combating inflation. 

At a time when the econ- 
omy is growing at over 8 per 


union, SIPTU, is vociferously 
calling for the government 
to meet outstanding commit- 
ments of more than l£300m 
(6444m) in tax cuts this year, 
and the issue is set to domi- 
nate the political agenda this 
autumn. 

As a result, some econo- 
mists worry the government 
has not prepared public 
opinion for the difficulties 
ahead. 

All the signs are the econ- 


current interest rates are rel- 
atively high because of a 
premium reflecting the mar- 
ket's concerns over the econ- 
omy’s small size and periph- 
eral! ty. Long-term rates are 
already dose to their coun- 
terparts on the continent 
and Dublin expects that once 
the euro has formally 
arrived, the premium will 
diminish. 

Officials say that in any 
case, there is much less con- 


Worries about inflation have reappeared just as Ireland 
is surrendering its control over monetary policy 


cent - when logic should dic- 
tate that rates are raised to 
stifle demand - the Central 
Bank of Ireland is having to 
cut interest rates to bring 
them in line with the pre- 
vailing rates in the euro- 
zone. 

The government is also 
committed to lower taxes as 
agreed under the three-year 
wage accord with unions 
which links moderate wage 
cl aims with tax cuts and has 
been the foundation stone of 
its anti-inflation policy for 
over a decade. 

The country's biggest 


omy is already overheating. 
The housing market is 
booming, with asset prices 
in Dublin up 40 per cent over 
the last year. Consumer 
credit growth is at record 
levels. 

The danger is that interest 
rate cuts combined with tax 
cuts in the budget could fuel 
inflation, which has already 
edged up to 3.2 per cent in 
the year to August, its high- 
est in six years. 

Government officials 
remain sanguine. They say 
that rather than simply 
matching domestic demand. 


□ection between domestic 
inflation and demand than 
in larger less open econo- 
mies. 

Dermot O'Brien, econo- 
mist at NCB brokers in Dub- 
lin, says the recent rise in 
Inflation was a response to 
an increase in the cost of 
imported goods rather than 
to any change in domestic 
demand. 

As a result, although 
prices may vary in the 
future because of the 
exchange rate with other 
currencies, particularly the 
UK pound, interest rates 


may lack the predominant 
role in combating Inflation 
that they have in other 
countries. 

And while wage inflation 
may be stoked up by some 
shortages in the construc- 
tion and IT sectors. Ireland 
may benefit from belonging 
to a much wider labour pool. 

Construction companies 
are already looking to the 
UK for workers, while IT 
companies are recruiting 
across the EU. 

Partly as a result, the 
workforce available in 
Ireland is expanding. 

Although Ireland's open 
economy and its growing 
labour supply may insulate 
it from some of the effects of 
a plunge in short-term inter- 
est rates, the room for policy 
errors remains limited. 

The government may be 
on strong ground when it 
argues that the worst-case 
argument about inflationary 
pressures is overstated. But 
the calls for tax cuts are so 
vociferous, and the case for 
fiscal tightening so little 
understood when the econ- 
omy is doing well, that a 
steady hand will be needed if 
the country is to continue 
reaping the full benefits of 
its close ties with Europe. 


Brussels in row 
oyer bungled 
‘eurocrat’ exams 


By Hal Buckley in Brussels 

Tens of thousands of 
budding -eurocrats" may be 
forced to resit their Brussels 
entrance exams after candi- 
dates in some centres were 
found checking the answers 
by mobile phone, while hun- 
dreds of others were sent to 
the wrong address. 

The European Commission 
conceded it might have to 
cancel the results of some or 
all of the 30.000 candidates 
who took part in last week’s 
amenurs or recruitment con- 
test. in 3S centres across 
Europe, amid allegations of 
cheating, leaked questions, 
and official bungling. 

The examinations were 
the first stage of a selection 
process to pick out the EU 
foreign policy experts, law- 
yers. and economists of 
tomorrow. But a catalogue of 
problems has been reported: 

• In Milan, the exam 
started an hour late after 
hundreds of candidates went 
to the wrong address. 

• In Rome, proceedings 
were suspended for two 
hours while more exam 


papers had to be photocop- 
ied. At least one candidate 
contacted local police to 
investigate irregularities 
after candidates wore able to 
confer between different 
parts of the exam. Some 
were rumoured to have been 
leaked copies of the ques- 
tions the night before. 

• In Brussels, candidates 
were able to use mobile 
phones outside the exam 
room while the exam was 
still in progress. 

"The potential for cheating 
was really incredible." said 
one candidate. “Suddenly 
there was a wave of people 
going to the toilet. Lots of 
people were using their 
mobile phones, calling 
friends. Commission offi- 
cials. whoever.” 

A Commission spokes- 
woman yesterday said the 
□umber of complaints had 
been small. “People need to 
go to the bathroom and they 
have the right to do that. I 
think." she added. But Brus- 
sels was investigating to see 
if there was evidence of 
widespread cheating or ques- 
tions being leaked, she said. 


IMF in 
warning 
on Emu 
risks 


By Stephen Fidler 
In Washington 

The International Monetary 
Fund warned yesterday 
about the increased risk of 
financial crisis in Europe fol- 
lowing monetary union, and 
said the European Central 
Bank did not have all the 
tools to handle such a crisis. 

In Its annual report on 
international capital mar- 
kets. the IMF said that in the 
early years of monetary 
union “there might be sev- 
eral tendencies for systemic 
risks to increase temporar- 
ily." It said the role of lender 
of last resort had not been 
assigned to any single insti- 
tution under monetary 
union. "Consequently, there 
Is no central provider or 
co-ordinator uf emergency 
liquidity in tile event of a 
crisis." 

Nor, it said, did the ECB 
have the tools needed to 
assess credit worthiness or to 
support “solvent but illiquid 
institutions". 

The report noted that the 
ECB statute was similar the 
Bundesbank’s, but there 
were several reasons why 
the German example "might 
not be immediately applica- 
ble in the event of n crisis 
within Emu.” 

First, like the Bundes- 
bank, the ECB had no lender 
of last resort function. But 
under the European system 
there was no analogue of 
Germany's Liquidity Consor- 
tium Bank to provide liquid- 
ity. 

Second, even if such insti- 
tutions existed in the Emu 
context, they would “seem 
inadequate in relation to the 
size and the cross-border sys- 
temic implications of a 
liquidity crisis involving a 
major pan-European banking 
group". 

Third, the current infor- 
mation sharing agreements 
between the ECB and 
national supervisors would 
not give the ECB the same 
authority as the Bundesbank 
in brokering a solution to an 
EU level banking crisis. 


IBF admits drawbacks, Page 9 
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Far-right hopes to gain in east German state poll 
as main parties brace for an awkward outcome 


Rightwing parties 
hope to capitalise 
on growing 
frustration in the 
east. Frederick 
Studemann reports 

G ood Germans do not 
drink or smoke In pub- 
lic. So, at least, says the 
far-right National Demo- 
cratic party (NPD), which is 
trying to present a clean-cut, 
sober face to its well organ- 
ised campaign in the north- 
eastern German state or 
Mecklenburg-V orpommern . 
where state elections are due 
on Sunday, the same day as 
the national election. 

On marches, such as the 
gathering at the weekend of 
more than 4,000 NPD sup- 
porters in a dreary housing 
estate in Rostock, the big- 
gest industrial city in tbe 
state, the party keeps its 
members on a short leash. 

The columns of mostly 
young men. tbe majority 
with closely cut hair and 
dressed in black, militaristic 
gear, walk and chant in clip- 
ped unison. Officials with 
mobile phones make sure 
the ranks of skinheads keep 
in line. 

Mecklenburg-Vorpom- 
mern's weak, largely agrar- 
ian economy and high unem- 
ployment have made the 
state a target for far-right 
parties, which believe they 
can capitalise on east Ger- 
man frustrations with tbe 
pace of reconstruction fol- 
lowing unification with the 
west. 

Earlier this year the far- 
right demonstrated Us abil- 
ity to tap such frustrations, 
particularly among younger 
voters in tbe east, when the 
German People's Union 
(DVU), another far-right 
party, scored 13 per cent sup- 
port in state elections in 
Saxony-Anhalt. 

The various Ear-right par- 
ties appear to offer a similar 
mix of policies, such as oppo- 
sition to foreigners and tbe 
future European single cur- 
rency. the euro, and a tough 
stance on law and order. On 
closer inspection, however, 
there are differences. While 



Eyes on the right National Demo cr atic party supporters marched through the Rostock suburb of Dterkow on Satirday 


the DVU professes loyalty to 
the German constitution and 
aims to attract middle-class 
voters, the NPD is more 
aggressive. The party 
describes itself as a revolu- 
tionary, “national socialist" 
force committed to over- 
turning Germany's post-1945 
political and economic insti- 
tutions. 

Opinion polls suggest the 
far-right has little chance of 
scoring 5 per cent of the 
national vote, tbe minimum 
required for representation 
in the federal parliament. In 
Mecklenburg-Vorpommern, 
however, there is a possibil- 
ity that the NPD or the DVU 
will make it into the state 
parliament. Polls show sup- 
port for tbe two parties hov- 
ering around 5 per cent, but 
poll analysts say these may 
be misleading as respon- 
dents are ofteD coy in declar- 
ing their support for radical 
parties. Opinion polls in tbe 
east have in any case proved 
unreliable in the past. 

Whether or not the far- 


right make it into the Meck- 
lenburg-Vorpommern state 
parliament, the result looks 
set to be an unhappy one for 
Germany’s two main politi- 
cal parties - Chancellor Hel- 
mut Kohl's Christian Demo- 
crats (CDU) and the Social 
Democratic party (SPD) - 
which are finding it increas- 
ingly difficult to form effec- 
tive majority state govern- 
ments in the east. 

The reason Is the poor per- 
formance of the liberal Free 
Democratic party (FDP) and 
the Greens, the traditional 
junior coalition partners of 
the CDU and the SPD. and 
the strong showing of the 
Party of Democratic Social- 
ism (PDS), tbe former com- 
munists. In both Saxony- 
Anhalt and Mecklenburg- 
Vorpommern the FDP and 
Greens have failed to win 
enough votes to get into par- 
liament while the PDS has 
been stroug enough to hold 
the balance of power. 

In Mecklenburg-Vorpom- 
mern's last state elections in 


1991 this situation produced 
a CDU-Ied coalition with the 
SPD. Opinion polls suggest 
that on Sunday tbe SPD will 
emerge as the strongest 
party but that it will still 
face the awkward choice of 
going back into a coalition 
or coming to some arrange- 
ment with the PDS. At 
national level the SPD rules 
out deals with the PDS. But 
at state level in tbe east the 
SPD has come to arrange- 
ments with the former com- 
munists. In Saxony-Anhalt. 
where coalition negotiations 
between the SPD and CDU 
broke down, the Social Dem- 
ocrats now run a minority 
government with the "toler- 
ance" of the PDS. 

A similar arrangement 
may occur in Mecklenburg- 
Vorpommern where rela- 
tions between the SPD and 
the CDU are hampered by 
the acrimonious nature of 
the present government and 
in particular the personal 
antipathy between the 
respective leaders of the two 





By John Thomtitt to Moscow , r 

Grigory Yavlinsky,.- the 
shining light of Russia’s lib- 
eral movement and a leading, 
presidential contender, was 
in hospital yesterday recov- 
ering from severe chest 
pains and is unlikely to be. 
released for' another two 
days. 

19s absence from thepolit-_ 
leal scene comes at a critical 
time as Y evgeny Primakov, 
prime minister.' completes ' 
the formation of his govern- 
ment and tries to set the 
country on a new course. 

Mr Yavlinsky, 46, who first 
publicly proposed Mr Prima- 
kov as a prime ministerial 
date , has seen his polit- 
ical fortunes rise in recent 
weeks, drawing support from 
some of Russia’s most pow- 
erful business leaders. . . 

An opinion poll by the 
VTsIOM polling agency over 
the weekend, showed Mr 


parties, Harold Rings torff 
and Bemd Seite, the current 
premier. 

. Mr Ringstorff says he is 
keeping his options open and 
that he will not be bound by 
concern within the national 
SPD about the PDS. "The 
decisions about governing 
aiUanw»B are rtecid*** on the 
ground," he says. 

The CDU accuses Mr 
Ringstorff of putting power 
ahead of responsibility. Jur- 
gen Seidel. CDU economics 
minister, warns of "cata- 
strophic developments for 
the economic reconstruction 
of the state" if the PDS is 
allowed a voice in govern- 
ment His claim is based on 
a PDS paper which sets out 
conditions for negotiations 
with the SPD and calls for 
increased public spending to 
create jobs and the cancella- 
tion of a motorway project 
intended to provide a major 
east-west transport link 
across the state. 


-Yavlinsky, leader of the 
Yabloko party, closing the 
gap- on. other presidential 
contenders. Mr Yavlinsky 
won 12 per cent support put- 
ting him... just behind Yuri 
Luzhkov, Mosoow's popuHst 
mayor, with 13‘ per' cent. 
Gennady Zyuganov, the 
Communist nparty leader, 
and Alexander Lebed, the 
general-turaed.-gDvernor of 
the Siberian region of Kras- 
noyarsk, came out top with 
17 per cent apiece. 

A former amateur boxer 
who appeared to be in robust 
health, Mr Yavlinsky was 
taken. Ill last Friday and 
admitted, himself to hospital. 
195 condition was “satisfac- 
tory" according to the 
Yabloko press sendee. 

Earlier on Friday, Mr Yav- 
linsky had warned of a "very 
deep moral crisis” which had 
to be resolved by the coun- 
try’s leadership if Russia 
were to avoid civil unrest 


"Revolutions In this coun- 
try happen not when there 
aro economic, .crises but 
when, as in 1317 and 1991. 
people reject power and say 
No to the authorities," he 
said in an interview with the 
Financial Times. 

Mr Yavlinsky , said he had 
rejected -an-' offer by Mr Pri- 
makov to join the govern- 
ment as deputy prime minis- 
ter in charge of social 
affairs. Mr Yavlinsky said he 
did' not want, to be an iso- 
lated “decoration" in the 
- cabinet would only join 

the government alongside a 
team of 10-15 Yabloko MFs, 
who could make a real differ- 
ence to economic reforms. 

Mr Yavlinsky, who came 
fourth in the first round of 
the- 1996 presidential elec- 
tions. said he was aiming to 
double Yabloko's representa- 
tion in Russia's 450-seat par- 
liament to about 100 seats in 
next year’s elections. 


EU making plans for 
food aid to Russia 


EcKtortal co mm ent, Page 17 


By RAchaei Smith 
in St Wolfgang, Austria 

The European Union is 
preparing for the growing 
likelihood that Russia will 
request food aid to help it 
out of its political and 
economic difficulties. 

An assessment of Russia’s, 
problems by the European 
Commission's agriculture 
directorate says It is likely 
that a reduced Russian, 
demand for EU . food 
products will lead to 
pressure from member states 
to give food aid in order to 
reduce stocks. 

It says requests for food 
aid from Russia are highly 
likely but warns that the 
international community 
may resist the EU acceding 
to them because of the effect 
od commercial sales. 

Russia will be discussed 
by EU finance ministers 
meeting in Austria at the 
weekend. and their 


agriculture counterparts, 
meeting in Brussels - on 
Monday. Food aid is likely to 
feature at both meetings. 

France is among countries 
which have expressed 
support for . food aid. Louis 
Le Pensec.' agriculture 
minister, called last week for 
help for Russia and 
compensation for farmers for 
loss of markets. 

German government 
politicians are also thought 
to be sympathetic to the idea 
of food aid, which the EU 
last provided for. Russia in 
the early 1990s when about 
Ecu500m f$545mj was 
dispatched. 

Wilhelm Molterer. finance 
minister of Austria, which 
currently holds the EU 
presidency, said yesterday, 
the EU shook! be prepared if 
Russia needs and wants 
help, although he warned 
that food aid should be 
designed to help the country 
to which it was given “and 


not to solve our own 
problems". 

However, there is strong 
scepticism about food aid 
among high-ranking EU 
officials, many of whom 
believe Russia should be 
given assistance, whether in 
money or food, only if it can 
demonstrate an ability to 
administer and distribute it 
equitably and efficiently. 

"We need to avoid food aid 
going to unclear channels." 
said Franz Fischler. EU farm 
commissioner. 

Kalevi Hemila, F inni sh 
farm minister, said food aid 
for Russia would have a 
limited effect. “It is much 
more important for Russia to 
balance its economy so that 
markets begin to work welL" 

Any food aid discussions 
this week and next by 
economics and farm 
ministers are likely to be 
preliminary, especially as 
Russia has yet to make a 
request for help. ' 
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I was victim of ambush, says Clinton 


By Richard Woffle 
in Washington 


During four hours of legal 
grilling over the Monica 
Lewinsky scandal. President 
Bill Clinton appears at times 
politically combative, per- 
sonally embarrassed and 
semantically evasive. 

Sitting in the map room of 
the White House, the presi- 
dent veers between confi- 
dent accounts of bis previ- 
ous testimony, to downcast 
admissions of his “inappro- 
priate intimate contact” with 
the former intern. 

Before a panel of prosecu- 
tors headed by Kenneth 
Starr, the independent coun- 
sel, Mr Clinton appears tense 
and stern, his jaw often 
clenched and his testimony 
punctuated by bouts of ner- 
vous blinking. 

The legal clash between 
Mr Starr's prosecutors and 
the president begins with 
the very formalities of the 
encounter. Mr Clinton 
appears riled at several ques- 
tions confirming be knows 
the full meaning of giving 
evidence under oath. In his 
report to Congress. Mr Starr 
accuses the president of 
lying under oath both in his 
videotaped testimony before 
a grand jury last month, and 
in his evidence in the Paula 
Jones sexual harassment 
case. 

“I believe when a witness 
is under oath in a civil case 
or otherwise under oath, the 
witness should do every- 
thing possible to answer the 
questions truthfully,” Mr 
Clinton says. 

At the heart of his evi- 
dence. President Clinton 
repeatedly insists that he 
was the victim of a legal 
ambush in a politically moti- 
vated Paula Jones case, 
funded by the rightwing 
Rutherford Institute. 

While defending his testi- 


mony as truthful. Mr Clinton 
angrily attacks the lawyers 
representing Ms Jones and 
admits he was not helpful in 
his evidence. Describing the 
Jones case as "some sort of 
gotcha game at work", be 
blames Linda Tripp - the 
former White House secre- 
tary and blend of Ms Lewin- 
sky - for orchestrating a 
conspiracy with the Paula 
Jones lawyers. 

"What they wanted to do 
and wbat they did do . . . was 
to find any negative informa- 
tion tbey could on me. 
whether it was true or not, 
get it in a deposition and 
then leak it. even though it 
was illegal to do so." he 
says. 

"Now T am trying to be 
honest with you and it hurts 
me," he adds. "I am trying to 
tell you the truth about 
what happened between Ms 


Lewinsky and me. But tbat 
does not change the feet that 
the real reason they were 
zeroing in on anybody was 
to try to get any person in 
there - no matter how unin- 
volved with sexual harass- 
ment - so they could hurt 
me politically.” 

Mr Clinton’s central 
account of his affair with Ms 
Lewinsky comes at the start 
of the four hours of evi- 
dence. His first public admis- 
sion of the affair is written 
down on a carefully folded 
piece of paper. “When I was 
alone with Ms Lewinsky on 
certain occasions in early 
1396. and once in early 1997. 
I engaged in conduct tbat 
was wrong,” he says. "These 
encounters did not consist of 
sexual intercourse." 

He adds: "But they did 
involve inappropriate inti- 
mate contact These inappro- 


priate encounters ended at 
my insistence In early 1997. 1 
also bad occasional tele- 
phone conversations with 
Ms Lewinsky tbat included 
inappropriate sexual ban- 
ter.” 

Many of the exchanges 
between Mr Starr's legal 
team and the president cen- 
tre on the complex definition 
of sexual relations in the 
Paula Jones case. 

Mr Clinton insists that 
oral sex - which is alleged to 
be the basis of his affair with 
Ms Lewinsky - does not rep- 
resent a sexual relationship 
because it does not include 
sexual intercourse. "1 believe 
that is the definition that 
most ordinary Americans 
would give it" he says. 

It is a statement the presi- 
dent returns to when he is 
under his most intense and 
uncomfortable Interrogation 


about the precise details of 
his sexual contact with Ms 
Lewinsky. Between sips of 
Diet Coke. Mr Clinton relies 
on the statement to evade 
questions about whether he 
ever fondled the former 
intern, or how a stain con- 
taining his semen ended up 
on Ms Lewinsky’s dress. 

Under detailed sexual 
questions from the grand 
jury Itself, Mr Clinton 
refuses to answer questions 
about the nature of his oral 
sex with Ms Lewinsky, and 
condemns what he describes 
as attempts "to criminalise 
my private life”. 

In contrast to his strong 
political attack on the Paula 
Jones case, Mr Clinton also 
appears less than confident 
in explaining how many 
times he was alone with Ms 
Lewinsky. 

Mr Clinton is quizzed sev- 



Shoppere in Kingston, near London, watch a videotape yeste rda y of Bill Clinton's grand jury testimony 


Associated Press 


eral - showing flashes 
of impatience - about the 
comments of Robert Ben- 
nett. his personal lawyer, at 
the time of the Paula Jones 
testimony. Mr Bennett 
quotes Ms Lewinsky's affida- 
vit that “there is absolutely 
no sex of any kind in any 
manner, shape or form with 
President Clinton”. 

“Mr Bennett was repre- 
senting me, 1 was not repre- 
senting him.” be says. He 
lata- relies on legalistic quib- 
bling about Mr Bennett's use 
of the present tense. 

Mr Clinton is persistently 
questioned about his alleged 
coaching of Betty Currie, his 
personal secretary, but says 
he was merely rehearsing 
his own memory. He insists 
he was not attempting to 
shape Ms Currie's evidence 
by telling her he was not 
alone with Ms Lewinsky. “I 
was trying to get informa- 
tion in a hurry." he says to 
Mr Starr’s legal team. “I was 
downloading what I remem- 
bered.” 

However, the president 
later relies on a contorted 
definition of being alone 
with Ms Lewinsky, saying he 
knew he was never truly 
alone in the Oval Office com- 
plex. 

Mr Clinton finally blames 
certain memory lapses on 
the pressures of his job. as 
well as Mr Stair’s inquiry. “I 
have been blessed and 
advantaged in my life with a 
good memory," he says. “But 
I have been shocked and so 
have members of my family 
and friends of mine at how 
many thing s that l have for- 
gotten in the last six years. 1 
think I that is] because of the 
pressure and the pace and 
the volume of events in a 
president’s life, compounded 
by the pressure of your four- 
year inquiry, and all the 
other things that have hap- 
pened." 


Public reaction holds key to 
fate of besieged president 


By Gerard Baker in Washington 

Throughout the national 
trauma of the last few 
months. Americans hove 
been able to see their presi- 
dent in public as most of 
them would like to see him - 
secure, confident, composed, 
inspiring. In short, presiden- 
tial. 

But yesterday on their 
television screens tbey were 
given an enduring image of 
another man - the president 
as tbe accused, chased down 
a legal labyrinth by zealous 
prosecutors, searching for 
words aimed not at inspiring 
his fellow Americans but at 
saving his skin. 

The public reaction to this 
unprecedented glimpse of 
the president will now be 
critical in determining Bill 
Clinton’s [ate. Will people 
sympathise with their presi- 
dent, seeing his testimony 
with its often long, convo- 
luted answers, and moments 
of presidential uncertainty, 
as au excruciating ordeal in 
which he did his best to 
answer truthfully? 

Will they view Mr Clin- 
ton’s performance as reveal- 
ing of a man trying to wrig- 
gle his way through straight 
questions, but succeeding 
only in demonstrating his 
perjury? Or will the specta- 


cle itself so further diminish 
the president's standing that 
they may decide he cannot 
continue to execute effec- 
tively his functions as presi- 
dent of the US? 

The public’s view will not 
be known for some time. But 
ir tbe immediate answers 
from politicians on Capitol 
Hill represent a broader pub- 
lic judgment, the airing of 
tbe testimony will not itself 
significantly enhance or 


answer detailed questions. 

Republicans argued it was 
essential for prosecutors to 
get answers from Mr Clinton 
on these intimate questions, 
because he had in his Janu- 
ary deposition, in effect, 
denied all kinds of sexual 
activity took place between 
him and Ms Lewinsky. 

The president's opponents 
also say Mr Clinton’s long, 
rambling answers to many 
questions reflect a classic 


‘No reasonable person could conclude 
the president did not knowingly lie* 


dtminlsh the prospects for 
impeachment 

Republicans' quickly 
pointed to the president's 
refusal lo answer any 
detailed questions about his 
relationship as clear evi- 
dence that he lied, ac least in 
his deposition in the Paula 
Jones sexual harassment 
lawsuit in January. 

Mr Clinton repeatedly 
deflected questions about 
the nature of his relation- 
ship with Monica Lewinsky, 
the White House aide, by 
referring to a written state- 
ment he read at the outset, 
in which be stated his 
Intention to refuse to 


tactic resorted to by wit- 
nesses trying to avoid direct 
responses. 

Furthermore, his tortured 
attempts to define sexual 
relations in his testimony 
may be seen by many 
Americans as absurd and 
fundamentally dishonest. 

Throughout. Republicans 
say. the president’s manner 
suggested an awareness he 
had not told the truth in the 
January deposition, and that 
he had indeed obstructed 
justice by helping Ms Lewin- 
sky after she was subpoe- 
naed in the Jones case. 

“After viewing this video- 
tape, no reasonable person 


could conclude that the pres- 
ident did not knowingly lie 
to the grand jury and to the 
court in the underlying law- 
suit,” said Bob Barr, one of 
the more partisan Republi- 
cans on the House of Repre- 
sentatives' judiciary commit- 
tee. “This is a classic case of 
perjury." 

But Democrats were dis- 
missive. They argued the 
president was simply behav- 
ing as would any witness in 
the circumstances. Prosecu- 
tors were clearly out to try 
to trap him into committing 
perjury and his refusal to 
answer questions about tbe 
type of sex he had with Ms 
Lewinsky was an entirely 
reasonable attempt to pre- 
serve bis dignity. 

The initial reaction to tbe 
video suggested it would not 
prove to be the knockout 
blow to the president some 
Republicans had clearly 
hoped. What is certain is 
that wbat one Democrat 
called at the weekend the 
president’s “water torture" 
seems likely to continue. 
Yesterday, the House judi- 
ciary committee let it be 
known it had obtained a 
videotape of Mr Clinton's 
original deposition in tbe 
Jones case. It seems only a 
matter of time before that 
too is broadcast to the world. 


Internet again 
passes the 
overload test 


By Louise Kehoe 
in San Francisco 

The internet proved its 
resilience yesterday as hun- 
dreds of thousands of users 
watched President Bill Clin- 
ton's videotaped grand jury 
testimony on their computer 
screens. 

The video attracted a 
smaller audience tban last 
week's Starr report, which 
was read by millions of 
Internet users. On both occa- 
sions. experts had predicted 
that tbe volume of data traf- 
fic could cause widespread 
problems for internet users. 
In tbe event, internet perfor- 
mance was largely 
unscathed. 

The internet was in direct 
competition with television 
channels yesterday, which 
showed the video live 
throughout the morning. 
Another factor limiting the 
internet audience was that 
access to the video required 
a high-powered personal 
computer and special soft- 
ware. 

Nonetheless. CNN Interac- 
tive, tbe leading website for 
video news, said more than 
200.000 people accessed the 
video between tbe time it 


was first available, shortly 
after 9am EST, and ll-30am 
EST. This beat the website’s 
previous record of 188,000 
people who accessed images 
of Mr Clinton announcing 
the bombing last month of 
"terrorist" sites in Afghan- 
istan and Sudan. 

“There is no question that 
this is the biggest video 
event ever on the internet,” 
said Kerrin Roberts, of CNN 
Interactive. The company 
had brought in extra com- 
puter capacity to handle the 
anticipated demand, he 
noted, and was not aware of 
any technical problems 
resulting from the heavy 
traffic. 

However, individual inter- 
net users in Boston, San 
Francisco and London 
reported intermittent prob- 
lems reaching news websites 
that were broadcasting the 
video. 

Early signs from yester- 
day’s broadcast appear to 
demonstrate that the inter- 
net has become a viable 
medium for television-style 
broadcasting. However, it is 
□ot yet clear whether the 
Internet is capable of han- 
dling the millions of viewers 
who tune in to TV channels. 


Buenos Aires confident of fending off currency shocks 


Market turmoil is hitting rank-and-file Argentines, but there is little 
central bank concern over the dollar peg, writes Ken Warn 


I t may be mayhem in the 
markets, but inside Argen- 
tina's central bank an 
unearthly calm reigns. 
Behind the bank's ornate 
stucco portals, officials 
believe they have built pow- 
erful defences for convert- 
ibility - the currency board 
system that pegs tbe peso to 
the dollar. 

Regardless of the outcome 
of events in neighbouring 
Brazil or whatever the inter- 
national crisis may bring 
Argentina in terms of lost 
production or rising unem- 
ployment. a currency crisis 
is not on the cards, they 
argue. 

Out in the street, however. 
Argentines are already 
starting to reel the impact of 
the international turmoil. 
Car plants are scaling back 
production, while mortgage 
and consumer credit is dry- 
ing up. 

Industrial production in 
August rose just 0.1 per cent 
from the previous month, 
according to preliminary fig- 
ures from FIEU an economic 
think-tank, as growth in 
gross domestic product 


slides from last year's 8.4 per 
cent. 

A 1999 GDP growth fore- 
cast of 4JS per cent released 
last week by Roque Fern- 
andez, economy minister, 
was widely viewed as over- 
optimistic. Private sector 
forecasters are busily ratch- 
eting next year’s growth 
forecasts downwards, some 
to zero. 

However, these worries 
have not as yet translated 
into fears over the dollar 
peg. “People are worrying 
about recession, but not the 
collapse of convertibility," 
said Freddy Thomsen, econo- 
mist at ING Barings in Bue- 
nos Aires. 

Central bank reserves 
have shown no sign of com- 
ing under pressure, and 
bank deposits have risen 
since last October to stand 
last week at almost $77 bn. 
At the height of the Tequila 
crisis in 1995, bank deposits 
fell S8bn. or 18 per cent, in 
just three months. 

Since then the banking 
system has been through a 
process of consolidation, 
which is continuing. Deep- 


pocketed foreign banks now 
hold a 44 per cent share of 
the market. The 10 biggest 
banks in the system account 
for almost 70 per cent of 
deposits, against just 40 per 
cent at tbe outbreak of the 
1995 crisis. 

With total financial sys- 
tem reserves of $31-5bn, plus 

a contingent liquidity or 
“repo” facility of $6.7bu 
maintained with interna- 
tional commercial banks. 
Argentina has a level of 
international reserves in 
excess of the monetary base, 
while 30 per cent of the 
deposit base is covered by 
foreign liquidity. 

A full-blown speculative 
attack on the peso, while fea- 
sible. would be hard to 
mount technically because 
of the sheer shortage of 
available currency, accord- 
ing to local analysts. 

“The amount of notes and 
coins in circulation is a mere 
$14bn, and the level of inter- 
mediation is fairly primitive, 
thus blocking non-physical 
sale and deliver}’ in a specu- 
lative attack," noted a report 
from brokers Interacdones. 


So wedded to the dollar 
has Argentina become that 
full “dollarisation” is widely 
considered a viable option in 
the event of strong pressure 
on convertibility. Dollarisa- 
tion was studied as a possi- 
ble alternative to convertibil- 
ity in 1991 and Is still viewed 
by many officials as prefera- 
ble to devaluation, seen by 
most Argentines as the pre- 
lude to hyperinflation. 

Even the most optimistic 
official, however, acknowl- 
edges that dollarisation 
would prove difficult to 
effect in a combined attack 
on the currency and run on 
the banks. 

Argentina’s teal economy 
also has some defences 
against a Br azilian crisis, a 
legacy of the country’s grad- 
ual abandonment of its role 
in world trade. 

President Carlas Menem’s 
efforts to re-open the econ- 
omy to the outside world 
have had only limited suc- 
cess, and exports account for 
only some 8 per cent of GDP, 
of which a third goes to Bra- 
zil. Some 60 per cent of 
exports to Brazil are fuel and 
commodities which could 
easily find other markets. 

Thus exports equivalent to 


only 1 percentage point of 
Argentina’s GDP are 
exposed to price changes in 
Brazil, officials argue. 

The car industry, however, 
is already suffering from 
events in Brazil. Ford of 
Argentina last week Joined 
other carmakers in slowing 
production. 

Minimal trade exposure 


‘People worry 
about recession, 
not the collapse 
of convertibility’ 


leaves the financial system 
as the most likely transmis- 
sion belt for a shock from 
Brazil. Already this year 
share prices have plum- 
meted almost 48 per cent. 
Companies, unable to raise 
cash through bond issuance, 
are reining in expansion 
plans while, for consumers, 
peso and fixed interest mort- 
gage finance has disap- 
peared. 

A Brazilian devaluation 
would almost inevitably 
have some impact on Argen- 


tine banking deposits, forc- 
ing interest rates higher. 

The government itself, 
denied access to the interna- 
tional bond markets as a 
result of the global turmoil, 
is seeking to finalise a $6bn 
loan package, mainly from 
multinational lenders, to 

cover financing needs 
through to the end of the 
first quarter of next year. It 
has yet to raise $2bn to 
bridge this year's funding 
gap, while next year’s needs 
are put at about $14bn_ 

It all looks distressingly 
familiar to Argentines, who 
saw the economy contract 
4.6 per cent in 1995 in the 
wake of the Tequila crisis, 
before a strong rebound In 
1996. With no quick end to 
the global turmoil in sight, 
lower growth, rising job- 
les s n e ss, downward pressure 
on wages and 9l owing tax 
revenues appear to lie ahead. 

It is not the best of plat- 
forms for the ruling Peronist 
party to fight next year’s 
presidential elections. Its 
only consolation Is that this 
scenario is equally problem- 
atic for the opposition Alli- 
ance. which has backed the 
main outlines of the Menem 
economic programme. 


Ms L denies 
the ‘pres’ told 
her to lie 


m 


By Nancy Dwme in Washington 


In more than a#W pages of 
documents released yester- 
day. Monica Lewinsky 
describes details of “an inti- 
mate and emotional relation- 
ship" with President Bill 
Clinton, but said he never 
asked her to lie under oath 
about their relationship. 

However, earlier on in the 
relationship. Mr Clinton told 
her to deny a relationship if 
she was ever askedabout it. 
“He also said something to 
the effect of if the two people 
who are Involved say It 
didn't happen - it didn’t 
happen.” she wrote in a 
statement to . the special 
prosecutor after she was 
given immunity in return for 
her full account 

Tbe documents also con- 
tain Ms Lewinsky's testi- 
mony to the Washington 
grand jury, Mr Clinton’s tes- 
timony, Ms Lewinsky notes 
describing their phone sex 
“banter” - as the president 
described in his testimony 
E- mails between Ms Lewin- 
sky and friends, and a chart, 
drawn up by tbe prosecu- 
tor’s office (based on the for- 
mer intern’s testimony) of 
all contacts between tbe two. 

In their testimonies, the 
president and Ms Lewinsky 
differ about when their 
affair began. Ms Lewinsky 
says in November 1995. 
when technically she was 
still an Intern, but had been 
faired for a White House staff 
job. He puts the start in Jan- 
uary 1996,. and says tbey met 
alone about nine times. The 
prosecutor’s . office chart 
shows nine instances of inti- 
mate sexual contact. 

Ms Lewinsky said she was 
upset about her transfer to 
the Pentagon, but the presi- 
dent promised to get her a 
White House job after the 
1996 election. He gave her 
the name of a staff member 
who would help her. but the 
job never materialised. 

Linda Tripp, once a friend 


of Ms Lewinsky, who taped 
many of their conversations 
and submitted the tapes to 
tbe special prosecutor, 
informed Ms Lewinsky that 
she had been told that there 
were rumours about tbe 
relationship and that Ms 
Lewinsky would never work 
at the White House. 

Ms Lewinsky's testimony 
shed light on one mystery. 
She said she had never 
cleaned her blue dress, 
which had physical evidence 
of tbe relationship, on the 
suggestion of Ms Tripp, who 
said the dress could be used 
in evidence and that It made 
her look fat 

In her statement. Ms Lew- 
insky referred to herself as 
“Ms L" and Mr Clinton as 
the “pres”. She said that she 
asked the president, with 
whom she was no longer 
having sexual relations, to 
ask bis friend, Vernon Jor- 
dan, to help her get a job in 
New York. 

It was the president who 
told Ms Lewinsky that she 
had been identified as a pos- 
sible witness in tbe Jones 
sexual harassment suit. He 
told her she could sign an 
affidavit to try to satisfy 
their inquiry. 

However, Ms Lewinsky 
was subpoenaed to testify in 
the case. She called Mr Jor- 
dan in tears. He told her to 
come to his office, and on 
her request, arranged an 
appointment for ber with an 
attorney. ’’Ms L asked Mr 
Jordan if he thought tbe 
‘pres’ would always be mar- 
ried to Mrs Clinton," she 
said in her statement. “Mr 
Jordan replied that he 
thought they would always 
be married as they should 
be. Ms L expressed disap- 
pointment and then Mr Jor- 
dan said: ’Well, maybe youll 
have an affair when he’s out 
of office.’ Ms L replied she 
and tbe ‘pres' bad already 
had an affair minus having 
sex - but it included every- 
thing else." 
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NEWS DICjEST 

ANTI-TOBACCO CAMPAIGN 

American Cancer Society 
hardens advertisement^ 


The American Cancer Society yesterday launched its 
national anti-tobacco advertising campaign as part of I 
new no-holds-bafred approach to stop people smoking. 
The new generation of television commercials is goingjfor 
a harder-hitting approach. For instance, they call tobacco 
companies “liars" and detail the industry’s alleged strategy 
of targeting children. This is in contrast to previous cam- 
paigns which focused on helpful hints about giving up. 

The new campaign features X-rays of charred lungs, 
ambulance rides to the hospital and agonising scenes if a 
29-year-old mother with emphysema wondering how she 
will say goodbye to her children. The aggressive campdgn 
Is in response to a $50m advertising blitz by the tobacco 
industry this year that portrayed tobacco legislation as Id- 
eral tax and spend” politics. Victoria Griffith, Boston 1 


FLORENCE GRIFRTH-JOYNER 

US sprinter dies at 38 

Florence Griffrth-Joyner 
(left), the legendary US 
sprinter who won three _ 
medals at the 1986 Seoul 
Olympics and still holds thel 
women’s 100 metres world 
record, died yesterday from 
a heart seizure at the age 
of 38. 

Throughout her career the 
sprinter - known worldwide 
as “Flo-Jo” and famous for 
her extraordinary physique, 
flamboyant costumes and 
long, painted fingernails - 
was dogged by accusations 
that she used illegal perfor- 
mance-enhancing sub- 
stances, allegations which 
she always- denied. Although she retired in 1988 Grifffth- 
Joyner kept ahigh profile in sport She served as co-chair- 
man of the President’s Council in Physical Fitness and 
appeared in a worldwide television advertising campaign 
fra - Pirelli tyres. Patrick Harverson 



CANADIAN ECONOMY 


Rebound in retail sales 

Canadian retail sates bounced back strongly In July, 
reversing a sharp dip in the previous month which had 
raised fears that Canada's domestic economy might be 
slowing. 

Sates were up 1.4 per cent from the previous month, 
beating economists' expectations. Excluding the effects of 
the General Motors strike on vehicle sales grew an even 
stronger 1 .8 per cent General merchandise stores. Includ- 
ing department stores, posted the strongest monthly gain 
of 4.3 per cent Edward AkJen, Toronto 

On the web today 

• Brazil steps up call for market action 

• Moonbeams and harsh realities in Houston 

• Puerto Ricans evacuated ahead of hurricane 
http^/www.ftcom/americas 


r 




- 




m3 



r e.-fl 




m 





I 


ft 1 


-laps 







mm 

-0M 


m 







•h- » k. .« ’ i-i :.. ■: , • -• 

.■ • 

jJifi 

i=r i.r>T Vfc- 

* * ■ i •_ _ 

':*■ . • 

arj^.'.r-v'.i r : - - - 

j i ■ 

M y W' J ' >-. •.■■ 

; 

**,**=, ’ *>■■••• •• •• 
”•*' •' - ‘ ‘ 

4>&S. > . V’V“ 

-• • 




|.W«*OCO C«*‘- ' • • > 

wrican Cancer So® 
rtfens advertisements 


>i* .*“> •-*-»* 

v . .» -,s t • ■■ ' 

.fei- ” 

rv* -v- -\i “ 

•' 

&- *-■■ ••■''*• • 

■«"* *' ■ 

;• »» '■ 

y >...v •*" 

•f"V ■■ ,w * ■’ 


mm. ****■■'»■■- 

Sprinter ' N3 . ^ 



FINANCIAL TIMES TUESDAY SEPTEMBER 22 1998 + * 


ASIA-PACIFIC 


MO B|L E PHONE FLOT ATION JAPANESE OPPO SITION PARTY LAUNCHES INQUIRY INTO STAKE IN NTT DoCoMo 

Obuchi brother’s shareholding probed 


By Paul Abrahams In Tokyo 

Japan’s leading opposition 
party, the Democratic party, 
yesterday announced it was 
launching an investigation 
into how the older brother of 
the prime minister, Keizo 
Obuchi, obtained the second 
biggest private stake in NTT 
DoCoMo, the mobile phone 
group which is being floated 
next month. 

Mitsuhira Obuchi, mayor 
of the town of Nakanojo, 
owns 270 shares in NTT 
DoCoMo. The shares are 
likely to be priced at about 


Y4£m (533580) each, valuing 
the stake of Mr Obuchi, who 
runs the family clothing 
business, at Yl,215bn 
(S9.1m). 

Separately, it emerged that 
Toshitaka Furukawa, secre- 
tary to the prime minister, 
also owns 135 shares in the 
mobile telecoms company. 

The investigation is a sig- 
nificant blow for Mr Obuchi 
whose government ■ has 
remained free of financial 
scandals, 

Goldman Sachs, one of the 
two global co-ordinators for 
the initial public offering 


(IPO> which is likely to 
become the world's biggest 
ever, larger than Deutsche 
Telekom's 513.05bn issue, 
yesterday moved quickly in 
an attempt to defuse the 
potential crisis. 

The US broker issued a 
statement denying the affair 
was similar to the Recruit 
scandal in 1388. when lead- 
ing politicians, families and 
their close associates 
received shares in Recruit 
shortly before the company’s 
IPO. The scandal ended with 
the resignation of Noboru 
Takes bita, the then prime 


minister. Mr Obuchi is a pro- 
tege of Mr Takeshita. 

Goldman Sacbs said 
Mitsuhira Obuchi, also 
known as Kohei Obuchi, bad 
received the shares in 
October 1993, when NTT 
DoCoMo acquired a paging 
company in winch be owned 
a stake. 

The paging company, 
called Jomo TSushin Service 
was located in Mr Obuchi 's 
home prefecture of Gumma 
and founded in 1972. Mr 
Furukawa, the prime 
minister’s secretary, 
received his shares in a 


similar way, said the US 
broker. 

However, questions 
remain about whether the 
number of NTT DoCoMo 
shares paid to Mr Mitsuhira 
Obuchi was appropriate 
given the size of Mr Obuchi’s 
stake in Jomo Tsushin 
Service, and the paging 
company's underlying value. 

It is also unclear why a 

group associated with the 
brother of an up-and-coming 
politician was provided by 
NTT with a licence to 
operate paging services. 

The prime minister's 


political faction within the 
Liberal Democratic party 
specialises in telecoms 
policy and has traditionally 
lobbied hard for the industry 
in parliament 
Goldman Sachs said that 
to the best of its knowledge, 
Yukio Nahasone. another 
shareholder, was not related 
to the former prime minister 
Yasuinro Nakasone. The 
former prime minister's 
office said that if Yukio 
Nakasone was a relative he 
was an extremely distant 
one and was unknown to 
close family. 


Police crush protest 
over Anwar’s arrest 


By Shefia McHurty 
in Kuala Lumpur 


Malaysia's budding reform 
movement turned violent 
yesterday, as hundreds of 
riot police fired tear gas and 
water cannons at thousands 
of people protesting outside 
a courthouse against the 
detention of Anwar Ibrahim, 
the sacked deputy prime 
minister. Police vigorously 
beat one man with wooden 
batons before detaining him 
with dozens of others. 

The rioting took place 
across the street from Inde- 
pendence Square, where Mr 
Anwar led up to 60,000 
Malaysians on Sunday in 
railing for the end of the 17- 
year rule ol Mahathir 
Mohamad, the prime minis- 
ter. Police arrested Mr 
Anwar after the rally and 
announced yesterday he was 
being held under the Inter- 
nal Security Act (ISA), 
which permits Indefinite 
imprisonment without trial. 

Police said they detained 
Mr Anwar for disrupting 
public order and breaching 
the peace. They also arrested 
Ahmad Zahid Hamidi, the 
only member of the Supreme 
Council of the ruling Umno 
party who openly supported 
Mr Anwar when he was 
sacked on September 2 for 
having “low morals". Mr 
€■ 

i ; . . 


Anwar has been accused of a 
series of offences, ranging 
from sodomy to treason. He 
denis them as a high-level 
conspiracy targeting him for 
becoming Dr Mahathir's 
political rival 

That he was not charged 
for any of those offences bol- 
stered critics' claims that 
police did not have enough 
evidence. “The detention of 
Anwar under the ISA can 
only mean that the govern- 
ment has no strong case," 
said Lirn Kit Siang, parlia- 
mentary opposition leader. 

That is what the thou- 
sands who rallied ontside 
the courthouse insisted, ref- 
using repeated orders to dis- 
perse. 

Police intermittently 
sprayed tear gas and water 
cannons and chased them 
across Independence Square: 
through the cricket pitch, 
past the giant orangutan 
mascot of the Common- 
wealth Games, and down 
side-streets, rounding up 
those they could catch to 
taunts of reformasi, or 
“reform". 

Helicopters flew overhead 
trying to catch sight of pro- 
testers. At one point police 
gave chase on motorcycles, 
grabbing one man who had 
taunted police from his 
motorcycle and beating him 
with batons. Malaysians who 


emerged for lunch were 
shocked to see what had 
unfolded since they went 
into work. Many objected to 
the rioting as disruptive and 
embarrassing while Malay- 
sia is hosting the Common- 
wealth Games. 

But the protesters per- 
sisted. “I feel shame for the 
draconian action taken by 
Mahathir." said Hew Kuan 
Yau, a member of the opposi- 
tion DAP party. Tm fed up. 
There is no justice here," 
added a 20-year-old Malay 
student, his tips quivering 
with fear. He. too. refused 
orders to disperse. “They 
cannot arrest everybody." 

The rioting came on the 
final day of the Common- 
wealth Games, the most 
important international 
event Malaysia has hosted. 
Britain's Queen was there to 
close file ceremony and her 
security was reinforced. 

That Dr Mahathir could 
not wait to arrest Mr Anwar 
after the Queen leaves on 
Wednesday illustrated how 
significant a threat he had 
become. Umno's Supreme 
Council met yesterday to 
decide how to suppress the 
unrest amid the biggest eco- 
nomic crisis Dr Mahathir 
has ever faced. 

Dr Mahathir cancelled a 
news conference, leaving an 
aide to play down the events 






Riot police stand guard at the Kuala Lumpur court where Anwar Ibrahim was arraigned ye s ter da y and 
where up to 7,000 protesters were tfiapersed by baton charges, water cannon and tear gas Reuters 


unfolding. The aide said the 
Umno meeting discussed 
how to defuse the situation 
and how to explain to the 
grassroots why Mr Anwar 
had to be detained. “More 
work has to be done to con- 
vince the people," he said, 
quickly adding: “Bat it's not 
that serious." 


Mr Anwar's lawyers said 
police searched his house 
without a warrant and 
seized documents and 
videotapes. His wife. Wan 
Azizah Wan Ismail, was visi- 
bly shaken after being 
refused access to her bus- 
band. 

“I fear for hie life," she 


told a news conference. But 
she vowed to press on with 
his reform movement “It’s 
becoming very rough," she 
told hundreds gathered 
around. “Please be calm, but 
you must not be afraid to 
voice your inner feelings." 


Editorial comment, Page 17 


Jakarta gets 
$ 16 bn assets 
from banks 

By Sander Thoenas In Jakarta suggesting bankers are not 


Indonesia's government has 
claimed success In retrieving 
almost $16bn in loans to ail- 
ing banks, but officials have 
acknowledged many of the 
assets pledged may be over- 
valued. 

Suhandlono, deputy attor- 
ney general, said owners of 
10 closed banks and four 
that were taken over by the 
government had offered 
Rpl77,000bn (S15.9bn) in 
assets, equivalent to two- 
thirds of this year’s state 
budget. The owners made 
good on a general collateral 
of personal assets offered 
earlier this year in return for 
some Rpl50,000bn in central 
bank liquidity credits, issued 
to meet a rush on deposits. 

Yesterday's brief 
announcement, lacking 
was the climax of an 
unusual effort by prosecu- 
tors to raise expectations by 
dragging in top business 
executives for questioning 
and threatening to jail fraud- 
ulent bankers. 

As government audits 
showed that some bank own- 
ers had borrowed up to 90 
per cent of their banks’ 
funds, breaking legal lending 
limits, the campaign had 
also become a test case for 
President B.J. Habibie's 
pledge to root out corrup- 
tion. 

Yesterday's pledges of 
assets exceeded what many 
believed bankers would be 
able or willing to muster, 
and even over the weekend 
the bank association had 
asked for a delay. Only Bank 
Tiaria Asia and Bank PDFCL 
both now under the Indone- 
sian Bank Restructuring 
Agency (IBRA) which took 
over 55 banks, were allowed 
to miss yesterday’s deadline 
because they had not 
breached legal lending lim- 
its. 

But Mr Suhandjono con- 
ceded that “there is a big 
possibility that the real 
value of their assets won't 
match the government’s 
proper asset revaluation,” 


yet off the hook. 

Bankers said evaluation of 

yesterday's pledges, most 
made by the Salim. 
Admajdjaja and Nursalim 
families which owned the 
three largest banks, would 
be extremely difficult in the 

midst of economic crisis and 

currency depreciation. J.P. 
Morgan and Lehman 
Brothers are advising IBRA 
and will have to estimate 

what shares and other assets 
are worth in a collapsed 
market, whether they have 
been used ns collateral and 
bow much a compiuiy could 
bo worth in three or five 
years. 

“The assets are worth 


The campaign had 
become a test 
case for President 
B.J. Habibie 


pretty much what you want 
them to be." ono banker 
said. 

JndocemoiU. the cement 
arm of the diversified Salim 
Group, has tripled the valua- 
tion of its fixed assets on us 
latest balance sheet to 
Rpl4,S76bn. presumably 
because much of its equip- 
ment is imported, a level 
which some analysts believe 
has overrated the company's 
value. The company owes 
about $lbn to foreign banks, 
far more than its listed 
shares are worth. 

Usman and Nienie 
Admajdjaja. founders of Dan- 
amon. the second largest pri- 
vate bank now under gov- 
ernment control, are 
expected to face even more 
difficulty returning some 
RplS.OOObn because they 
own far fewer companies. 
One Danamon official said 
they could transfer Dana- 
mon’s loan portfolio to the 
government, a suggestion 
rejected by a government 
adviser as “nonsense". 
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jf Launched 18 months 

ago, Neuer Markt 
Jm moved upwards fast 

^rtfejer u*ria e Today 50 companies 
are already listed in this innovative 
market segment of Deutsche Borse. 
Success wit’ continue to be the hall- 


mark of Neuer Markt - thanks to 
tiie appeal of its fast growing 
companies. Very shortly, all stocks 
fisted on Neuer Maria can be 
traded via Xetra' the electronic 
trading system of Deutsche Bdrse. 
The benefits: real time nading at 


low cost and high trans- 
parency. 

Best qualifications for all 
participants to get right to 
the top with Neuer Markt. 

Your access to success 
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Blow for telecoms 
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Airtina CM** announce alliance. From left Don Carty (American), Bob Ayling (BA), Kevin Benson (Canatfian), David Tumbua (Cathay Pacific), James Strong (Qentas) 

Take-off for five- way air alliance 


By Jonathan Font in London 

British Airways and 
American Airlines yesterday 
announced the formation of 
their five-airline global alli- 
ance, prompting speculation 
that the move would force 
Europe's two remaining 
large unaligned carriers to 
form or join s imilar groups. 

Analysts said the deal 
would put pressure on Air 
France and S-Air. the Swiss 
group that owns Swissair, to 
seek partners as the trend 
towards airline alliances 
gathers speed. 

“This deal has opened up 
the prospect of another 
round of partnerships in the 


industry," said one analyst 
“The concern Is that if these 
airlines don't move soon, all 
the attractive partners will 
be snapped up." 

Swissair said the deal 
would not alter its existing 
strategy. In Europe, the air- 
line has a network of alli- 
ances with other regional 
carriers while on north 
Atlantic routes, it has a 
bilateral partnership with 
Delta Airlines of the US. 

Air France refused to com- 
ment 

Europe's other landing air- 
lines already have partners. 
Lufthansa of Germany is a 
leading member of the Star 
alliance, seen as the new 


Success US trade 
haunts obstacles 
cellphone ‘hamper 
networks exports’ 


By Roufa Khalaf 

When two private companies 
introduced mobile tele- 
phones to Lebanon in 1995, 
tbe event became something 
of a revolution. 

The Lebanese had been 
deprived of telecommunica- 
tions for more than a decade 
during the 1975-1991 civil 
war, which left only 300,000 
lines operating for a popula- 
tion of about 3.5m. Owning a 
mobile telephone quickly 
became a necessity. 

But the dramatic success 
of the mobile networks is 
coming back to haunt the 
two companies operating it 
under 10-year build-operate- 
transfer (BOT) contracts. 

The Lebanese government 
is struggling to raise reve- 
nues and meet its budget 
deficit target. It is also com- 
ing under increasing politi- 
cal pressure to wrest more 
income from the mobile 
operators: LibanCell, which 
has a minority Furnish part- 
ner, and Cellis. with a major- 
ity French partner. 

The pressure has led to a 
dispute with the companies 
which will freeze their 
attempts to attract new sub- 
scribers. 

This has already created a 
black market in prepaid 
mobile telephone cards - a 
scheme which allows con- 
sumers to make calls with, 
for example, a S50 card 
which they can recharge, 
and not pay the 34O0-S500 
connection fee. According to 
the operators, the prepaid 
cards are going for twice, 
sometimes three times, their 
initial price. 

At the centre of the con- 
troversy is a government 
claim that tbe operators 
have exceeded the 250,000 
subscribers per operator as 
defined in their contract. 

The companies argue that 
the 250.000 figure - which 1 
one has reached and the 
other is very close to reach- 
ing - is not included in the 
contract but rather in a 
council of ministers' decision 
to grant the BOTs. More- 
over. they say It was men- 
tioned only in order to 
ensure that the operators 
would invest to expand tbe 
networks if demand should 
reach such levels. 

The Lebanese government 
has charged that the opera- 
tors have not played it 
straight with the govern- 
ment or consumers. “On pre- 
paid cards, they sell but can- 
not deliver the service and 
charge 65 cents for a call 
instead of 7 cents on a regu- 
lar cellular line." said one 
government official. 

The companies deny hav- 
ing done anything outside 
the contracts’ specifications. 
“The real issue is that the 
government would like to 
earn more revenue from cel- 
lular and for that purpose, 
multiple arguments are 
being used including the pre- 
paid activity," says Hussein 
Rifai, general manager of 
LibanCell. 

The government already 
receives 20 per cent of the 
companies' yearly revenues, 
which will rise 40 per 
cent after the eighth 
year and later reach 50 per 
cent 


By Canute James in Kingston 

The chances of Caribbean 
Basin countries increasing 
their exports to the US are 
hampered by trade obstacles 
such as anti-dumping mea- 
sures, according to the 
United Nations Economic 
Commission for Latin Amer- 
ica and the Caribbean 
(Eclac). The region, includ- 
ing central American coun- 
tries, wants better access to 
the US. 

The US’s application of 
anti-dumping and counter- 
vailing duties is arbitrary in 
determining the level of 
injury to US industry, and in 
deciding what the appropri- 
ate level of duties should be, 
Eclac’s report said. 

“To this is added bureau- 
cratic delays, which mean 
that any action or threat of 
action can itself act as a 
trade barrier." Exporting to 
the US is a “daunting task," 
it claims. 

The report estimates that 
more than 44,000 federal, 
state and local authorities 
enforce 89,000 standards for 
products within their juris- 
dictions. 

“Products from Latin 
America and the Caribbean 
countries regularly encoun- 
ter competition from subsi- 
dised US goods in their 
domestic markets, as well as 
in other export markets," 
the report added. Phytosani- 
tary regulations for fruit and 
vegetables also "pose numer- 
ous difficulties" for the 
region’s exports. Gaining 
access to the US ts a cumber- 
some and costly process that 
can take years, it says. 

A senior US trade official 
refuted Eclac's conclusion 
and said the US market was 
open to Caribbean exports. 
“Only Mexico has more pref- 
erential access to the US 
market than the Caribbean 
Basin countries," said John 
Hamilton, deputy assistant 
secretary in the Bureau of 
Western Hemisphere Affairs. 
“Tbe Caribbean has better 
access to the US market 
than all of the rest of the 
world." 

The Caribbean Basin Ini- 
tiative. implemented in Jan- 
uary 1994, allowed countries 
named by Washington to 
export duty-free to the US. 
said Mr Hamilton. The US 
market was still the "most 
open" to developing country 
exports compared with other 
developed nations, he said. 
Access to the US market for 
Caribbean products was not 
reciprocated since the region 
imposed "quite high" tariffs 
on American products. 

“The Eclac report shows 
that the Caribbean region 
faces many non-tariff barri- 
ers in its trade with the US, 
while our markets are open 
to the US products,” count- 
ered Peter King, chairman of 
the Caribbean Basin Textile 
and Apparel Institute, a 
lobby group for the region's 
garment exporters. 

Caribbean clothing export- 
ers have been seeking access 
to the US market similar to 
that enjoyed by Mexico as a 
member of the North Ameri- 
can Free Trade Agreement 
(Nafta). The US government 
has promised to put the mat- 
ter to Congress but has not 
yet done so. 


partnership's principal rivaL 
KLM of the Netherlands is 
aligned with Northwest of 
tbe US. 

Alongside BA and Ameri- 
can. the new alliance 
called one world - involves 
Canadian Airlines, Cathay 
Pacific of Hong Kong and 
Qantas of Australia. 

Robert Ayling, chief execu- 
tive of BA, said oneworld 
was a marketing alliance 
rather than a full partner- 
ship, and would not affect 
members’ bilateral links 
with other airlines. There 
would be no regulator; 
implications, he said. 

For instance, both Cathay 
Pacific and Qantas have 


bilateral relationships with 
Swissair. 


However, Mr Ayling held 

fits accruing from oneworld 

out the possibility that the 
relationship could deepen 
once BA's planned alliance 
with American receives reg- 

from next February. These 
will principally Include a 
seamless frequent flyer pro- 
gramme- 

ulatory approval. 

The alliance’s marketing 

The five members, plus 

budget, worth “tens of mil- 

franchise ar>fl partner air- 

lions of dollars”, wDl be two 


lines, will serve 632 destina- 
tions in 138 countries. They 
carried 174m passengers last 
year and collectively have 


employees. 


Our customers have told 
us they want airlines to 
work together to raise stan- 
dards across the world and 
oneworld will do just that," 
said Mr Ayling. 


thirds financed by BA and 
American with file remain- 
der coming from the other 
partners. 

Other airlines are expected 
to join the aRfanop- Finnair 
is discussing Joining one- 
world as soon as possible. 
Iberia of Spain and Japanese 
Airlines are also talking to 
oneworld. 


By James Kynge in Begtog 


China is preparing to close 
the main avenue through 
which foreign companies 


Invest in Its vast 


market, throwing into doubt 
$1.4bh in foreign invest- 
ments grid the China busi- 
ness strategies of some of 
the world's biggest telecoms 
operators. 

Executives at several for- 
eign telecoms companies in 
China Said nffiHala had told 
them Beijing would ban a 
practice which allowed for- 
eign companies to circum- 
vent a prohibition, on direct 
equity participation in tele- 
coms operations. 

The practice, known as the r 
“ Chine se-Chinese-foreign” 
(CCF) format, allowed for- 
eigners to derive income 
from Chinese ser- ' 

vices through a complicated 
mix of management con- 
tracts, equipment leasing, 
consulting awH licence royal- 
ties which kept them at 
arm’s length from service 
operations. 

■ The ban, which is con- 
tained in a draft decree from 
the State Council (cabinet), 
is a critical blow to China 
Unicom, the country’s sec- 
ond carrier after China Tele- 




com, th«^ . do min ant-" sthte . bition applied only to new 
operator JBnicbih hfcs rated CCF projects or also to 
or 72' established investments. In 
per cent Jof its financing any case, executives said, 
from such CCF-Styie. invest- the distinction is virtually 
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telephony .projects, accord- 
ing to a :sfody^by the US 
Commerce: D^artmenL , ; 

AtthoughTthg tfecree Is kill 
in draft fpfei^afid elements 
of tt couhEyet Tie 1 altered. 
executiy^sa££i senior Chi- 
nese oflfeiaferfiad assured 
them thaTfhe basic prohibi- 
tion on CCF Investments 
would not change. 

“It effectively closes the 
door on foreign strategic and 
fiwawwai investors who want 
to participate in the Chinese 
telecoms;-. services sector," 
yiri Ken Zita, am Indepen- 
dent telecoms consultant 
based in New York. 

Severah tbp companies, 
induding'Detrtsfcbe Telekom. 
France Telecom. Sprint; NTT 
, SUmitomo and 
Bell Canada; have invested 
in such CCF deals which, 
although not guaranteed by 
law, have been given the 
repeated blessings of top 
Chinese officials, including 
the former premier, Li Peng. 

Foreign faTwvirr« company 
executives -said it* was not 
dear, however, if file prohi- 


out the possibility for future 
development, existing strate- 
gic positions were of mar- 
ginal value. 

Industry analysts said the 
move may have been moti- 
vated by a variety of factors. 
One was that the successful 
listing in Hong Kong last 
year by China Telecom may 
have persuaded Chinese offi- 
cials that financing is 
readily available without 
conceding market entry to 
foreigners. 

The ban could also be an 
expression of official dis- 
quiet at the positions that 
foreign companies are build- 
ing up in the Chinese mar- 
ket, analysts said. 

The most sanguine inter- 
pretation is that the ban is 
the first step in a rationalisa- 
tion which will eventually 
lead to foreigners being 
granted permission for direct 
- but minority - equity par- 
ticipation in telecoms ser- 
vices, as part of World Trade 
Organisation entry obliga- 
tions. 
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INTERNATIONAL CAPITAL PREMATURE OPENING OF ECONOMIES 'AN ACCIDENT WAITING TO HAPPEN' 
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IMF admits drawbacks to free flow of capital 


Asian markets 
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The International Monetary 
Fund said yesterday that 
controls on inward move- 
ments of capital could be a 
useful tool for some coun- 
tries, admitting that opening 
economies prematurely to 
tree flows of capital consti- 
tuted “an accident waiting to 
happen”. 

In its annual report on 
international capital mar- 
kets, the IMF also suggested 
that a significant increase in 
capita] flight from the coun- 
tries in Asia worst affected 
took place long before the 
crisis hit. 


The report, the most 
explicit admission to date 
that the IMF’s views on the 
efficacy of capital controls 
has shifted, said it was 
apparent from recent finan- 
cial crises in Asia that “the 
combination of a weak bank- 
ing system and an open capi- 
tal account was ‘an accident 
waiting to happen’." 

“Given that there are lim- 
its to the pace at which 
financial sectors can he 
strengthened, policymakers 
need to undertake an orderly 
opening of their financial 
systems and may need to 
consider Imposing tempo- 
rary measures to restrain 
certain types of inflows.” 


These controls would 
include various prudential 
controls that attempt to 
increase the cost of using 
external debt - partic- 
ularly of a short-term 
nature. 

It said these measures 
could include a Chilean-style 
“tax" on capital inflows that 
can alter the cost of external 
financing, which do appear 
to slow inflows and can 
buy time for rectifying 
weaknesses in hanking 
systems. 

“Hie potential benefits of 
such taxes should not be 
exaggerated as their effec- 
tiveness will be limited In 
situations where there are 


significant unaddressed 
weaknesses in financial and 
corporate sectors. It is also 
likely that such taxes will be 
subject to growing circum- 
vention over time." 

The report also empha- 
sised problems arising from 
the use of cross-border loans 
between banks, which can 
be quickly withdrawn. 
Excessive use of such fund- 
ing could be prevented by 
placing capita] requirements 
on recipient bank liabilities 
as well as their assets, 
or by changing capital 
requirements on lending 
banks. 

The report said the Asian 
crises had thrown up new 


issues. First, it argued that 
there may be a need to coor- 
dinate financial regulation 
and exchange rate policy, so 
that countries attempting to 
peg exchange rates also 
needed stronger supervision 
of banks and companies. 

It said the slowness of 
bank regulators in many 
emerging markets meant 
that non-traditional mea- 
sures might be warranted, 
such as limiting the safety 
net to a narrow group of 
banks, increasing interna- 
tional involvement in bank- 
ing systems and piaHng Km. 
its on foreign borrowing by 
kanbi, companies and indi- 
viduals. 


In a lengthy description of 
the chronology of the Asian 
crisis, the report established 
that hank lending was the 
most volatile component, 
that capital inflows were 
generally sustained until the 
very brink of crisis, and that 
the international banks* 
retrenchment from the 
region took place primarily 
in the form of cuts in and 
withdrawals of interbank 
lines of credit. 

“There was also con- 
siderable unrecorded cap- 
ital flight from Asia, with 
anecdotal evidence sugg- 
esting it originated with 
domestic residents, both 
corporate and household 


entities,” the report said. 

It uses the errors and 
omissions category of bal- 
ance of payments statistics - 
which it says suggests unre- 
corded capital Hows - to 
suggest capital flight from 
the worst bit countries in 
Asia started as early as 1991. 

By 1997, the errors and 
omissions figure for all 
emerging markets bad 
grown to a negative $t&6bn, 
from a negative $3L9bn in 
1996. Of the 1997 figure, a 
negative S19.1bn was 
accounted for by China 
and a negative $19.5bn 
by the crisis-affected 
countries of Asia. The 
figure for Latin America 


GO 


19W » M 96 


was a negative ST.dbn. 

The figures for the crisis 
lorn countries turned nega 
five in ISM. at W.Tbn. and 
grew to $8.1bn in 1995 and 
S8.5bn In 1996, the report 
showed. 
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Blair urges radical IMF overhaul within a year I Call to reform 


By David WHptfon, 
Political Correspondent 


Tony Blair, the British prime 
minister, yesterday set a 12 - 
month deadline for reform of 
the International Monetary 
Fund and World Bank and 
called on fellow heads of 
government to show “the 
leadership the world so des- 
perately needs”. 

As chairman of the G7 
group of leading industrial 


countries, Mr Blair stressed 
the need “to think radically 
and fundamentally” about 
an- overhaul of the interna- 
tional financial system. 

Mr Blair did not join the 
criticism of Ihe IMF’s han- 
dling of the Asian and Rus- 
sian financi al crises but he 
called for greater account- 
ability. transparency and 
disclosure from interna- 
tional financial Institutions. 

The IMF should be subject 


to more external evaluation 
of its policies and should 
provide more explanation of 
its advice in an attempt to 
build public consensus 
behind reforms. 

11 was important too that 
programmes should full 
account of their impact on 
the poor. 

In a speech to the New 
York Stock Exchange, Mr 
Blair said the international 
financial community needed 


to respond effectively to 
acute short-term liquidity 
crises, particularly those 
caused by loss of market 
confidence rather than by 
economy policy failures. 
“This may require us to look 
imaginatively at the funding 
needed to support IMF pro- 
grammes, without in any 
way undermining the incen- 
tive countries have to pur- 
sue sound policies.” 

Mr Blair said reform was 


not a matter of “a few tech- 
nical changes" and urged 
other countries to commit 
themselves to “build a new 
B retton Woods for the next 
millennium”. The C7 finance 
ministers and, central bank- 
ers should take the initiative 
forward when they met in 
Washington next month 
with firm proposals being 
put to the heads of govern- 
ment summit next year. 

Mr Blair also called on fel- 


low govern m ents to provide 
the IMF with the increased 
resources it needs after lend- 
ing $25bn over the last year. 

Mr Blair’s speech was 
based partly on a paper pre- 
pared by Lord Harwell. an 
economist and government 
member of the upper House 
of Lords, in which he calls 
for a World Financial 
Authority. 


Hgetia to lobby Hair, Pago 12 
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banks’ capital 
adequacy rules 


By Clay Haute, 

Banking Correspondent, 
In London 


Experts on banking 
supervision yesterday called 
for a revision of the Basle 
Accord on capital adequacy 
ratios, which one described 
as "useless for regulators 
and costly for banks”. 

Meeting in London to dis- 
cuss the role of credit risk 
modelling, most agreed that 
the 10-year-old Basle Accord 
- which sets an 8 per cent 
minimum capital ratio - had 
always been too blunt a 
standard, but had been over- 
taken in any case by devel- 
opments in capital market 
instruments. 

Claes Norgren. director 
general of Sweden's Finan- 
cial Supervisory Authority, 
said: “We have learned that 
the minimum is often not 
enough when the times get 
rough." 

William McDonough, pres- 
ident of the Federal Reserve 
Bank of New York and chair- 
man of the Basle Committee 
on Ranking Supervision, will 
discuss the committee's 
work and agenda at a press 
conference and speech today 
in London. 

John Mingo, a senior 
adviser to the Fed's Board of 
Governors, said: “We should 
begin yesterday to recon- 
struct the accord, because 
today the accord is very 
much a lose/lose proposi- 
tion." It was “useless for reg- 
ulators and costly for 
banks”, because more and 
more banks were engaging 
in regulatory capital arbi- 
trage, he said. 

This involved the use of 
securitisation and other 
financial innovations to 
allow banks to "assume 
greater risk, while showing 


no change or even an 
increase in capital ratios." 
according to David Jones, an 
assistant director at the Fed. 

Banks achieved this 
through a variety of meth- 
ods, including "cherry pick- 
ing". Since the Basle Accord 
did not differentiate in us 
treatment of loans hosed on 
nsk. banks were tempted to 
securitise their highest qual- 
ity credits while leaving 
lower quality loans on their 
balance sheet. 

Banks also used "special 
purpose vehicles" to origi- 
nate the assets being securit- 
ised. This remote origination 
also enabled banks to reduce 
the amount of capital needed 
for regulatory purposes. By 
March of this year, tor exam- 
ple. the 10 largest US bank 
holding companies had more 
than SZOObn of such securi- 
tisation programmes out- 
standing, or more than a 
quarter of their total risk- 
weighted assets, according 
to Mr Jones. 


Central to yesterday's dis- 
cussions was what role 
credit risk modelling - and 
what form of it - should 
play in revised capital ade- 
quacy standards. 

Michael Foot, head of 
financial supervision at the 
UK's Financial Services 
Authority, said it had 
decided that when banks 
demonstrated their model- 
ling techniques contributed 
to sound risk m anagement 
in practice, they would get 
credit for this when their 
risk asset capital ratios were 
set. 


The conference was organ- 
ised by the Bank of England 
and FSA in co-operation 
with the Bank of Japan, the 
Fed’s Board of Governors 
and the New York Fed. 


Clinton urges 
UN to address 
terrorism 


By Laura SKber and Michael 
LftHejotms at the United Nations 
in New York 


President Bill Clinton 
yesterday urged the UN Gen- 
eral Assembly to put terror- 
ism at the top of the interna- 
tional agenda, saying that it 
was not an isolated Ameri- 
can problem. 

“It is a grave misconcep- 
tion to see terrorism as only, 
or even mostly, an American 
problem. Indeed, it is a clear 
and present danger to toler- 
ant and open societies and 
innocent people every- 
where," be said after a warm 
reception at the opening of 
the 53rd General Assembly. 

He went to great pains to 
make clear that terrorism 
was not a clash between 
Islam and western civilisa- 
tions, warning that “false 
prophets may use and abuse 
any religion to justify what- 
ever political objectives they 
have - even cold-blooded 
murder”. 

Quoting the prophet 
Mohammed. Mr Clinton 
urged a "course of friendship 
and respect for the Moslem 
world". He also pledged that 
the US was determined to 
take steps to "minimise the 
turmoil and extend the bene- 
fits of global markets to all 
citizens." 

Tony Blair, British prime 
minister, yesterday urged an 
international response to 
current global problems - 
such as “contagion of reces- 
sion", drugs and terrorism. 
He called for the strengthen- 
ing of the UN, including 
enlarging the Security Coun- 
cil with new permanent 
seats for the developing 


world, Germany and Japan. 

Earlier Kofi Annan, UN 
secretary-general, gave a 
sombre review of a world in 
political and economic crisis. 
No longer, he said, could the 
seven major industrialised 
democracies alone reverse 
the global economic down- 
turn with all of its "devastat- 
ing soda] consequences". 

The entire international 
system should try to find 
global solutions to the world 
crisis with the UN itself hav- 
ing a crucial role - an "ines- 
capable duty to respond", he 
told leaders and ministers 
from 185 member states. 

“We should not forget that 
the present crisis springs 
partly from the neglect of 
political factors during years 
when some believed that 
markets alone would bring 
worldwide prosperity,” Mr 
Annan said, emphasising the 
need to restore third world 
development to a central 
place in economic strategy. 

Luiz Felipe Lampreia, for- 
eign minis ter of Brazil, in 
the throes o! an economic 
crisis, warned of the “serious 
lag" between growing finan- 
cial interdependence and the 
response of international 
mechanisms. 

“Until now political will 
has not corresponded to the 
magnitude and gravity of 
the situation," he told the 
Assembly. "Growing interde- 
pendence renders effective 
governance at the interna- 
tional level indispensable.” 

Nelson Mandela, South 
Africa's president, warned of 
worsening poverty prompted 
by the “destructive" transfer 
of wealth from one part of 
the world to another. 
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BANKING UNEXPECTED AGREEMENT ENDS WHAT IS THOUGHT TO BE BIGGEST CLAIM AGAINST A RRM OF PUBLIC AUDITORS 


BCCI creditors set to settle today for $ 195 m 


By Jim (felly " 

'The $ltbn claim made cm 
beliair of the creditors of the 
Bank of Credit and Com- 
merce international when it 
collapsed in 1991 will today 
be settled for in an 

agreement signed by the 
bank's auditors and the gov- 
ernment of Abu Dhabi. 

The unexpected settlement 
brings to an end what is 
believed to be the biggest 


outstanding claim against a 
firm of public auditors in the 
world. 

A car carrying a single 
paper copy of the complex 
settlement was driven to 
Luxembourg, where BCCI 
was registered, late last 
week for the final negotia- 
tions with liquidators. 

It was finally signed last 
nighL 

Under the settlement, 
auditors Price Waterhouse 


will pay $9Sm and 
Ernst &.Young $3 Ota. Abu 
Dhabi - the principal share- 
holder in. the bank that 
failed in 1991 following the 
biggest bank fraud in history 
- will pay-STDm. 

BCCI w3s dosed down in a 
joint worldwide move by 
bank regulators in July 1991 
prompted by a report from 
PW to the Bank of England, 
the UK central bank. 

Liquidators claimed the 


auditors were negligent in 
not. preventing estimated 
losses or *i7bn. 

It is understood that 
senior, partners at PW 
refused a $2S0m offer to set- 
tle the firm’s liability in late 
1996 -- the original claim 
having been cut to $Sbn. 
“That was a six-minute 
meeting, we always said we 
were absolutely confident we 
bad. nothing to fear," said a 
PW partner. 


. The decision to settle came 
■in fheface of mounting legal 
costs and forecasts that the 
case would not get to court 
.before' 2005 'at' the earliest 
Both firms are likely to meet 
the Costs through insurance 
cover. 

The . payment will lead to a 
further pay out for more 
than. 100.000 creditors who 
now expect to get more than 
half their money back. 

The agreement has been 


signed without pi^udice aftd 
is designed- to draw'' a_ hde- 
under the long-running BCCI 
affair ' for the fi rm s involved 
and attempts to end" all 
claims and counter-claims. 
However, • .several, .legal 
actions linked to BCCI are 
still outstanding, , -r - 

-PW recently merged with 
Coopers & Lybrand but the 
liability in settling the claim 
fells entirely on the old firm - 
and its partners. . 


The :.:daixp r 
Ernst & Young. actually Tails 
-on -a predecessor . firm , - . 
Ernst & Whinney: 

. ■ Ernst AYoung - ..audited 
BCCI for a shorter-period 
: than FW. anrt at a time; when 
tbs fraud was-lesi Htoely to 
have taken place - hence the 
lower claim. Ahu.Dhabirifi 
seen as haying. afi obfigation- 
to the credi totem-effect hav- 
: ing underwritten; Ute bank 
with its own reputation. . 


TELECOMMUNICATIONS NEW TECHNOLOGY FAILS TO MEET EXPECTATIONS 


Nortel plants to shed 586 jobs 


By Alan Cane 


Northern Telecom, one of 
the world's leading telecom- 
munications equipment 
manufacturers, is shutting 
down operations at plants in 
south and south-west 
England after demand for a 
new technology failed to 
meet expectations. 

The closures - at Paignton 
and Maidenhead - are part 
of the layoff or 3.500 staff 
worldwide, announced a 
week ago in the company's 
move away from traditional 
telecoms products to the 
growing market for data- 
coms systems. 

Some employees will 


be affected, 530 in Paignton 
and 56 in Maidenhead. 
Skilled and unskilled jobs 
will be lost. Gary Donabee, 
president, public carrier 
accounts for Europe, said 
tbe company would attempt 
to redeploy workers or help 
them find alternative 
employment. 

He said it was too early to 
predict how many jobs could 
be saved but thought about 
60 per oent of the redundant 
stall could be found jobs 
elsewhere in the company. 
He said the 1.400 employees 
working at the company's 
optoelectronics plant iu 
Paignton would not be 
affected. 


Tbe new technology is 
called fixed wireless access 
and is marketed by Nortel 
under the brand name Prox- 
imity L It replaces conven- 
tional telephone wiring 
between the exchange and 
home, or office, with radio 
signals. 

It is being deployed in the 
UK by lonlca, tbe Cam- 
bridge-based company whose 
share price plummetted after 
it failed to meet the expecta- 
tions of its business plan. 

Nortel said last February 
It was scaling back tbe man- 
ufacture of Proximity I 
systems at least in part 
because of Ionica's problems. 

Mr Donahee said yesterday 


that reduced demand from 
Ionica was only one of the 
reasons for closing the 
Paignton operation. The 
company had 14 customers 
for the technology, incl uding 
lonlca, Scottish Telecom and 
Telecom Finland. A global 
organisation would continue 
to manage and market the 
Proximity I product world- 
wide with particular empha- 
sis on the Latin American 
market, where radio access 
is a low-cost substitute for 
conventional wiring. 

Sales, marketing and sup- 
port wifi be on a regional 
basis, aligning resources 
more closely with big cus- 
tomers, he said. 


Fating closure: the plant m Paignton, south-west England, where 530 jobs are to go 
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World’s biggest computer group is battling to alter its Big Blue tint 


IBM has signed two big IT contracts but there 
is still a perception that it is simply a hardware 
manufacturer. Christopher Price reports 


I nternational Business 
Machines is set to sign a 
in-year £liJ0m (3165m) deal 
with the Bradford & Blngley 
building society la mutually- 
uuned savings and loan 
institution! to manage the 
group's information technol- 
o.'y infrastructure. 

Thu deal follows the £1.6bn 
outsourcing deal with Cable 
and Wireless Communica- 
tions. tbe UK's biggest cable 
company. 

Such contracts are the 


high-value, high-margin ser- 
vice-orientated deals that the 
world's biggest computer 
group sees as vital to its 
future prosperity. 

But changing perceptions 
of the former Big Blue as 
simply a manufacturer of 
computer hardware is prov- 
ing difficult, despite the 
recent contract successes 
and the feet that almost half 
of all revenues now come 
from IT services in the UK 

"It's the hardest challenge 


we face in the UK market," 
says Carl Symon, IBM's UK 
chairman and chief execu- 
tive, who moved to Britain 
last March after running 
IBM's Latin American divi- 
sion. “There are still too 
many people who see us as 
just a computer manufac- 
turer and not the provider of 
solutions to their IT prob- 
lems." 

Philip Oliver, IBM's direc- 
tor for global services, who 
is based in London with Mr 
Symon. agrees. “Our legacy 
as a hardware company has 
not helped us, but we are 
beginning to move percep- 
tions." 


Research from Richard 
Holway, the IT consultancy, 
says IBM is -the second-big- 
gest supplier of software arid 
services in the UK behind 
another US-based group. 
Electronic Data Systems. In 
Europe, IBM ranked first 
last year. 

Much of IBM's work has 
been driven by the growing 
demand for outsourced IT. 
Mr Symon says it still comes 
as a surprise to some poten- 
tial customers that IBM can 
provide a complete service. 

"Networking, systems 
management, application 
capabilities - no one does all 
these things as well as IBM. 


This Is the message we are 
trying to communicate to 
the market" 

The organisation of the 
group in the UK reflects the 
global structure, with teams 
focused by industry, while 
other units are centred on IT 
sectors such as software and 
services. 

Mr Symon denies that this 
structure spreads resources 
too thinly and tries to be all 
things to all industries. IBM 
is beginning to target indus- 
tries and sectors more care- 
fully, he says, with particu- 
lar emphasis on banking, 
manufacturing and insur- 
ance markets. . 


But it faces tough camper 
tition in an albeit buoyant IT 
market. There are the other . 
foreign -owned computer ser- 
vice groups that have also 
cut a swathe through the^ 
domestic market, EDS has 
secured a firm footing in 
public sector outsourcing. 

. In. the British IT industry, 
Logica, CMC, FI Group and. 
Serna have all grown rapidly 
by targeting some of the 
fastest growing markets; 
such as utilities, telecommu- 
nications and financial ser- 
vices. “The UK Is the most 
competitive market In 
Europe and We know., we 
have to fight hard _to 


Pay TV 
group 
boosts 
internet 


improve our .market .posi- 
tion/ says Mr Symon. . 

But .the gathering skills 
crisis in the IT industry 
could; also dent thegroup’s 
ambitions. . IBM employs 
20.000 people fir the UK and 
is recruiting a . farther' 1,500 
people this year. It Is also 
taking on lpoo people as 
part of the- CWC deal and 
seeking a farther 400 as part 
of the contract. 

' “The.1T recraitment mar- 
ket is extremely hot, and it's 
getting the same in the rest 
of Europe;" says Mr Oliver, 
“It’s not limiting our . hori- 
zons at the moment - hut it 
has the potential to ." ’ - 


By Jofw6apper, 

MetSa Edffor 


British • ; 'Interactive 
Broadcasting, the pay televi- 
sion shopping and banking 
service, is stepping up 
efforts to provide an alterna- 
tive .to the Internet for televi- 
sion viewers. The group has 
also restructured its senior 

management. 

BIB. part-owned by British 
Sky Broadcasting and Brit- 
ish Telecomm unications, is 
dropping plans to offer lim- 
ited internet access to televi- 
sion viewers alongside its 
closed- “shopping mall" of 
services. 

The - move is aimed at 
reducing confusion about its 
service after.it said last year 
that Jt would offer a “walled 
garden" version of the inter- 
net - access to a limited 
selection of sites. 

It will also mark a stron- 
ger distinction between BIB. 
which is to launch its ser- 
vices next -year on Sky Digi- 
tal, and cable companies 
such as Cable and Wireless 
Communications, which are 
launching internet-based 
interactivity. . 

James Ackerman, recently 
appointed BIB'S third chief 
executive; said it was “prob- 
ably unwise for us to have 
confusion abbut people being 
able to access the internet as 
weU as out other services”. 
.BIB has also appointed 
five new senior directors . 
Hinder Mr Ackerman, who ■ 
took over when David Hilton 
resigned as chief executive 
last month. The -appoint- 
ments form part of its efforts 
to launch on Sky Digital 
next year. 

Mr Ackermao said he 
expected BIB to announce a 
series of deals shortly. 

The initiative, in which 
Midland Rank and Matsush- 
ita, the Japanese electronics 
group, also hold stakes, is 
one or the most ambitious 
efforts to introduce interac- 
tive television services to the 
UK as part of digital broad- 
casting. 
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NORT HERN IRELAND TRIMBLE TOLD POSITION WILL BE UNTENABLE WITHOUT A HANDOVER OF IRA WEA PONS 

Unionist leader warned over arms 


By John Murray Brown 
In Belfast 


David Trimble, leader of the 
Ulster Unionist party, the 
largest pro-British party in 
Northern Ireland, was 
warned yesterday that his 
position would become 
untenable without move- 
ment from Sinn F&in over 
anus decommissioning. The 
warning came from Jeffrey 
Donaldson, the UUP MP seen 
by many as a putative chal- 
lenger to the leader. 

Close aides insist Mr Trim- 
ble, Northern Ireland’s first 
minister, would resign as 
UUP leader if Sinn FSin is 


Liberal 
Democrats 
aim to slow 
process of 
coalition 


By George Parker 
and Liam Halligan 

Senior figures in the Liberal 
Democrats, the pro-Euro- 
pean opposition party, yes- 
terday attempted to put the 
brakes on moves towards a 
coalition with the governing 
Labour party. 

Charles Kennedy and 
Simon Hughes, both touted 
as possible future rivals for 
the party leadership, told 
Paddy Ashdown, the leader, 
there could be no deal before 
the government delivered 
on electoral reform. 

The move was seen as a 
warning shot for Mr Ash- 
down. whom some MPs and 
activists suspect Is keen to 
move quickly towards a 
closer working relationship 
with Labour and a possible 
cabinet post 

Mr Ashdown was said to 
be irritated by the com- 
ments. which aides 
described as “not particu- 
larly helpful". 

A Liberal Democrat offi- 
cial said the party had 


allowed into the new North- 
ern Ireland executive with- 
out the Irish Republican 
Army handing over its aims. 
Sinn Fein is the political 
wing of the IRA. 

“He is not bluffing. He is 
aware of the deep unease 
within the party and this 
warning accurately reflects 
what he has been saying pri- 
vately over the last couple of 
weeks," said Mr Donaldson, 
who opposed the Good Fri- 
day peace agreement. 

“Decommissioning was 
fudged before negotiations 
and during negotiations, and 
republicans are now trying 
to fudge the issue again." he 
said. 


Mr Trimble last night 
denied be had threatened to 
resign hut nationalists sus- 
pect the UUP leader is rais- 
ing the stakes ahead of 
tomorrow's critical meeting 
with Bertie Ahern, prime 
minister of the Irish repub- 
lic, in Dublin- 

Moderate nationalists 
accept Sinn Fdin’s argument 
that the guns are silenced. 
Gerry Adams. Sinn F&in 
president, said the agree- 
ment was dear on the par- 
ty's right to he in the execu- 
tive. 

“Had decommissioning 
been an issue as is presented 
by unionists I could not and 
would not have signed up to 


it because I could not have 
delivered. Jeffrey Donaldson 
walked out of negotiations 
because he knew that it was 
not in that Good Friday 
agreement.” 

A strict interpretation of 
the Good Friday agreement 
would support Sinn F4in’s 
case that there is no require- 
ment to disarm before it can 
take its place in government. 
But with the Northern 
Ireland bill making its way 
through parliament, Mr 
Trimble is pressing for 
amendments to make It clear 
that parties associated with 
paramilitaries should not be 
allowed to take their seats 
without starting to disarm. 


The launch yesterday of 
the Union First group - a 
UUP organisation which has 
made decommissioning its 
central issue - is a reminder 
of the internal dissent Mr 
Trimble faces. The row aver 
decommissioning is threat- 
ening to delay the formation 
of the shadow executive that 
will ran Northern Ireland 
when it assumes full powers 
next February. 

Meanwhile, arrests were 
made on both sides of the 
Irish border as police 
detained nine people, six in 
Northern Ireland, in connec- 
tion with the Omagh bomb 
which killed 29 people. 



From left Paddy Ashdown, Lord Holme, Liberal Democrat Northern Ireland spokesman, David Trimble, Northern Ireland first minister PA 


agreed to keep its options 
open during its spring con- 
ference. “Charles and Simon 
can say what they like, but 
the debate is closed.” 

Mr Kennedy and Mr 
Hughes were speaking at a 
packed fringe meeting at the 
party’s conference in the 
south coast town of Brighton 
- one of the few formal 
chances for members to dis- 
cuss the state of the relation- 
ship between the two par- 


ties. 

Mr Kennedy said; “Coali- 
tion may well lead from pro- 
portional representation, but 
logically it does not precede 
it.” 

He added that the party 
was interested in long-term 
growth, not “short-term 
interests and cabinet posts”. 

Tony Blair, the Labour 
prime minister, will next 
month announce whether 
the government will support 


proposals for electoral 
reform, but any change is 
unlikely to happen in time 
for the next general election. 

Mr Ashdown is keen to 
keep open the option of a 
pact or coalition in the next 
parliament, even if PR has 
been postponed until the fol- 
lowing election, if Mr Blair 
remains firmly committed to 
reform. 

Mr Hughes also antagon- 
ised Mr Ashdown with a sug- 


gestion that the Liberal 
Democrats' sweeping policy 
review was taking the party 
on to “New Labour" terri- 
tory rather than attempting 
to outflank Mr Blair with a 
leftward shift. 

His views sharply differ 
from Mr Ashdown's, who 
has warned that the Liberal 
Democrats would be mis- 
guided to attempt to move to ] 
the left. 
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Ford cuts 
output by 
20% at 
English 
plant 

BjrJobn Griffiths 

Ford is to cut output of 
Fiesta cars and vans built at 
its Dagenham plant outside 
London by 20 per cent for . 
seven weeks, blaming falling j 
demand in some continental I 
European and other export 

f|iai* h ¥» l~.fi 

The action, which will 
take 15,000 vehicles out of 

production and place the 
plant’s 4.400 workers on a 
temporary four-day week, 
prompted further calls by 
unions and some industry 
groups for interest rate cats 
to boost the industry and 
weaken sterling. 

Rover Group also blamed 
the strength of sterling in 
announcing two months ago 
that it would cut output of 
26.000 care, or about 5 per 
cent of previously planned 
production schedules, 
between September and the 
end of the year. 

Ford last night dismissed 
exchange rates as a signifi- 
cant factor in the decision 
and other UK carmakers 
said they had no plans for 
similar action. Ford itself Is 
planning no production cuts 
at its plant, at Halewood in 
north-west England, where it 
is producing 1,000 Escort 
cars and vans a day. How- 
ever. the company said 
Fiesta output at Cologne, its 
other main production site, 
would be maintained, indic- 
ating at least some adverse 
effect from sterling is being 
felt 

While the Italian new car 
market, one of western 
Europe's biggest for the 
Fiesta, has dropped sharply 
recently because of the end- 
ing of government purchase 
incentives, most western 
European markets are hold- 
ing up weH, with sales for 
the entire region running 
nearly 7 per cent up on year- 
ago levels. 

Industry analysts suggest 
that both the Fiesta and 
some Rover models are suf- 
fering from age in a competi- 
tive marketplace. 
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Global financial crisis# 
starts to Hit house market 

Global financial turbulence is starting to hit the UK house 
market, with house prices rising at their slowest rate for 
two and a half years, according to the Royal institute^: 
Chartered Surveyors. There were fewer overseas buyers 
for contra! London properties as well, as fears foat-.banuses 
for workers in the City of London would be much smaller 
than last year. The survey called for the Bank of Erigfafid, 
the UK central bank, to cut interest rates to reverse tbe^ - 
sharp fall in confidence seen in the past three months. A 
survey by RICS showed the net balance of surveyors 
reporting higher prices over those reporting a fall was 1 015 
percentage points In August. In July the positive balance 
was 16.4 percentage points and In June it was nearly 29 
percentage points. Ian Perry, of the RICS, said the top end 
of the market was being hit by global economic turbulence 
and stock market uncertainty for the first time. Confidence 
In the wider housing market has been hit by interest rate 
rises, reduced tax relief, failing consumer confidence and 
- increasingly - worries over job security. 

Housing transactions fell 5.7 per cent in the first half of 
the year and the drop in the three months to the end of 
August was 5.8 per cent Sales continued to be held up by 
unrealistic pricing, RICS noted. 

A majority of surveyors in East Anglia and the east Mid- 
lands say house prices are now falling. The situation is 
also patchy in London and the south-east. 

Christo p her Brown-Humes 


NIGERIA 

Abubakar to plea over debt 

Abdul sal ami Abubakar, Nigeria’s new military ruler, will 
urge Tony Biair, Britain’s prime minister, today to back 
efforts to reschedule his counfry's estimated $35bn exter- 
nal debt, which includes £3bn (55bn) owed to the UK 
Export Credits Guarantee Department Gen Abubakar, who 
took over in early June after the death of Sani Abacha, Is 
to meet Mr Blair In London this afternoon. He is en route 
to New York for the United Nations General Assembly. 
Michael Holman 
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TRANSPORT 


Rail regulator to step down 

John Swift foe rail regulator, is to step down at foe end of 
November despite earlier offering to stay in the job for a 
further two years. Mr Swift announced his surprise deci- 
sion to to a railway conference yesterday, just over an 
hour after holding a hurriedly convened meeting with John 
Prescott the deputy prime minister, who heads foe trans- 
port department Mr Swift, who has served one five-year 
term, had offered to stay on for a further two years to 
complete his review of the system of track access charges 
paid by foe train operating companies to Rai (track, foe rail 
infrastructure company. But Mr Prescott said he required a 
regulator who could stay on for the next five years. Mr 
Swift and Mr Prescott's office said the regulator's depar- 
ture was amicable - but Mr Swift has come under increas- 
ing pressure in recent weeks with suggestions that he had 
not been tough enough on foe rail companies. 

Charles Batchelor 
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IfCHNOtOGY SPACE TOURISM 
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T o boldly go away 
for the weekend 


It s no longer a flight of fantasy. Leonard David 
describes how private companies are racing to 
open up space to the public 
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Since the early 1960s, 
I hundreds of people have 
I ventured into earth orbit, 
and 24 have slipped free from the 
planet’s grip to head for the 
moon. Getting there, however, 
has always depended on space- 
craft built and finaTifpfl try gov- 
ernment agencies. ^ 

That could change within a few 
years if the plans and ambitions 
- and dreams - of an increasing 
number of private rocket compa- 
nies and tourism experts are real- 
ised. As launch costs drop 
passenger-carrying craft become 
safer and easier to operate, 
orbital space tourism for the gen- 
eral public will blossom, they 
predict. After all, if 77-year-old 
John Glenn, the first American 
to orbit the earth, can return to 
space next month on a Nasa mis- 
sion, why should public trips to 
space be far behind? 

“Space as a prime tourist desti- 
nation is no longer a flight of 
fantasy," says Thomas Rogers, 
president of the US Space Trans- 
portation Association fSTA), 
based in Arlington, Virginia. In 
March, the association and the 
US’s National Aeronautics and 
Space Administration released a 
two-year study on space tourism 
that reported: “We now see the 
opportunity of opening up space 
to the general public." 

The study predicts a “sea 
change" in the prevailing wisdom 
of the past 50 years - that 
“people in space would continue 
to be very few in number, and 
would be limited to highly 
trained professionals who, at per- 
sonal physical risk, would con- 
duct mostly taxpayer-supported 
scientific and technical activities 
there under government review". 

You do not have to he a rocket 
scientist to see that space traffic 
will Increase as the price of a 
ticket to ride comes down. But it 
will take rocket science, fuelled 
by high-pressure entrepreneurial 
zeal, to create a robust space 
tourism market 


Nasa and Lockheed Martin, the 
US aerospace group, have teamed 
up to develop what many con- 
sider the holy grail of space 
travel, a slngle-stage-to-orbit 
vehicle without Jettisoned stages 
and fuel tanks or recoverable 
solid rocket motors. The aim is to 
produce a reusable commercial 
space liner called VentureStar, 
for which a subscale prototype - 
the X-83 - is due to begin 
sub-orbital test hops in July 1999. 


‘Eventually 
orbital tourism 
could involve 
1m passengers 
a year 1 


If successfully built. Venture 
Star would radically reduce the 
cost of pushing payloads, and 
people, into space. “VentureStar 
is intended to be a four-year 
effort to first flight beginning in 
2000. We plan to Cy at the end of 
2003 and press this vehicle into 
revenue service later in 2004," 
says Jerry Rising. Lockheed Mar- 
tin's vice-president for X-33 and 
reusable launch vehicle pro- 
grammes. 

But big US companies are not 
the only organisations involved. 
A study released early this year 
by the US Federal Aviation 


Administration (FAA) identified 
two dozen private and govern- 
ment-supported reusable launch 
vehicle concepts being pursued 
worldwide. 

While a good portion of this 
racketeering is geared to the 
launch- for -hire business of plac- 
ing in orbit such things as global 
communications satellites, “these 
vehicles may also foster new 
markets such as space tourism,” 
says the FAA report. Some 
names attached to these dream 
machines underscore prospective 
duties: Sky Ion, Thnnderbird. 
Ascender, Mayflower, Cosmos 
Mariner. Astroliner and Space 
Van. 

One way of nurturing the orbit- 
ing space tourist business is to 
offer financial rewards. The X 
Prize Foundation, based In St 
Louis. Missouri, is offering SlOm 
for the first organisation to 
address the market for sub-or- 
bital space tourism, and more 
than a dozen teams worldwide 
are vying for the prize. It Is mod- 
elled on the Orteig Prize, picked 
up by Charles Lindbergh for ach- 
ieving the first non-stop flight 
between New York and Paris in 
1927. 

In addition, two travel and 
tourism companies are taking 
reservations for sub-orbital pas- 
senger flight - up to the edge of 
space and down again. At 100km 
up a person can officially earn 
the title of astronaut 

Virginia-based Space Adven- 
tures Is offering a Steps to Space 
programme which will culminate 
in a flight aboard a still-to-be- 
built suborbital vehicle, expected 
to be available by 2001 or soon 
thereafter. The six-day pro- 



rand the gap: routine commercial apace travel to not so far away, according to Nasa and a growing number of companies 
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gramme is expected to cost about 
$90,000, including a sub-orbital 
trip of 45 minutes or more. 

The other group, Seattle-based 
Zegrahm Space Voyages has 
teamed up with Vela Technology 
Development, a Virginia-based 
aerospace company, to build a 
two-component Space Cruiser 
System, one part of which, will 
take passengers to more than 
328,000ft in what resembles a 
souped-up luxury passenger jet 
The flight will allow six tourists 
two-and-a-half minutes of contin- 
ual weightlessness, says Scott 
Fitzsimmons. Zegrahm's 


vice-president. The “going rate" 
for the experience, part of a sev- 
en-day training and educational 
package, is $98,000 and the first 
departure is due in December 
2001, he says. 

Meanwhile, a much cheaper 
space ride of $3,500 a ticket is 
offered by the Houston-based 
Civilian Astronaut Corps. The 
private business's Mayflower 
rocket will lob six passengers and 
one pilot from an ocean takeoff 
point to an ocean landing before 
the end of 1999, says Harry Dace, 
director. The programme calls for 
2,000 civilians to be flown to 


"astronaut altitude", he says. 

As sub-orbital tourism evolves, 
it should help develop prospects 
for orbital trips in the early years 
of the 21st century. “We wilt 
work uur way up." says Mr Rog- 
ers of the Sjrace Transportation 
Association. 

Much remains to be done, he 
adds, such us safety certification, 
as well as raising the private 
investment to build, test and rou- 
tinely operate commercial craft. 

Mr Dace says that orbital flight 
will cost the operator 10 to 20 
times as much as its sub- 
orbital counterpart, because of 



A prototype of the 
VentureStar space liner (left) 
should begin sub-orbital test 
hops next July 
© Lockheed Martin 


The Space Cruiser System 
(right) resembles a luxury 
passenger jet 
© Zegrahm Space Voyages 



the need for rocket boosters to 
achieve higher altitude and 
speed. “Many people will be able 
to afford the cost (of a ticket!, but 
they will wnnt to see a track 
record before getting Involved," 
he says. 

In spite of the challenges. Pat- 
rick Collins, a guest researcher in 
several of Japan's space-related 
organisations and an expert on 
space tourism, remains optimis- 
tic. "General public space tour- 
ism is feasible and likely to start 
soon,” he says. Eventually, 
orbital tourism could involve lm 
passengers a year and will 
become the dominant space activ- 
ity. he predicts. 

Dr Collins not only foresees 
hordes of camera-toting space 
tourists eyeing the earth, but - 
given low-cost reusable launch 
vehicles - he predicts there will 
be high-flying gymnasiums and 
other entertainment centres. 

So, maybe we will not have to 
wait too long before space stop 
overs at an orbiting hotel become 
the ultimate weekend break for 
the upwardly mobile. 
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1 Silvio Scaglia cuts an 
unusual figure among his 
1 geriatric Italian corporate 
peers. At barely 40 years of age, 
he is the chieT executive of one of 
Europe’s fastest growing tele- 
communications companies and 
arguably Italy’s biggest recent 
corporate success story. 

Had it not been for Omnitel, 
the cellular telephone company 
launched by Olivetti three years 
ago, the venerable Italian office 
equipment and high-tech group 
would probably not exist today. 
"Omnitel saved Olivetti," says Mr 
Scaglia. 

The mobile telephone venture, 
the brainwave of Carlo De Bene- 
detti, the former Olivetti chair- 
man, began life in 1995 just as Its 
parent was plunging into finan- 
cial disaster. In three years, 
Omnitel has become Europe's 
third-largest GSM cellular tele- 
phone operator with more than 
4.7m subscribers in Italy. In the 
first half or this year it was 
already showing a net profit of 
L234bn (Sui^Sm). After invest- 
ing U.SOObn in its start-up phase, 
it is maintaining a high LL,000bn 
a year investment rhythm. 

It employs 4,500 people after 
recruiting more than 1,000 last 
year. More remarkable for an 
Italian company, the average age 
of employees is 30 and more than 
half are women. 

The company's success and 
encouraging longer-term pros- 
pects recently prompted M annes - 
mann of Germany to increase its 
stake. Before the end of next Feb- 
ruary. the German company wifi 
have paid Olivetti a total of 
Li400bn for a 49.9 per cent stake 
in the Italian group's telecommu- 
nications interests, in so doing. 
Mannesman*! has helped secure 
Olivetti’s future, reflected in a 
rise of more than 500 per cent in 
Olivetti's share price in the past 
IS months. 

Mr Scaglia, a telecommunica- 
tions engineer who worked in 
management consulting before 
joining the Piaggio motor scooter 
group, says Omnitel started 
"with every disadvantage". 

“At the beginning we were 
only a small group of people - 


about 150 staff helped by a fur- 
ther 150 outside experts, mostly 
foreigners - and we had in front 
of us Telecom Italia Mobile which 
* was already the largest cellular 
phone operator in Europe. It was 
very powerful, part of a huge 
monopoly, it had good technology 
but was not so strong to terms of 
customer relations.” 

Omnitel had one big advan- 
tage. “Starting from scratch, we 
could pick our people and create 
a radically new entrepreneurial 
culture for Italy. 

“We wanted smart people 
working as a team and we did 
not want to be loaded with, the 
old guard. We cherry-picked the 
experiences of oar shareholders 
including Bell Atlantic, Mannes- 
mann, Airtouch, Cellular Com- 
munication International of the 
US and Olivetti - but we did not 
want to copy anybody. And we 
put the emphasis much more on 
marketing and attention to the 
customer than traditional tele- 
com companies.” 

Against the heaviest odds - 
“we were and are in some sense 
still suffering from a monopolis- 
tic state-oriented culture in Italy 
and we were the first private 
company to compete directly 
against a big monopoly” - Omni- 
tel derided to attack the market 
in a novel way. 

“Traditional telecom compa- 
nies had always relied on a 
steady and stable stream of 
income from fixed fees. We 
helped change the market in 
Italy by doing away with activa- 



SeagOa: *W© cotrid pick our people and create a new entrepreneurial cuUm* 


commitments and ran leave us 
whenever they want 
“The success of our rechargea- 
ble cell phone cards is another 
step in this direction. The con- 
tinuing growth of the Italian 
market also shows that mobile 
phones are no longer a status 
symbol but a useful tool for 
everybody." 


f We were suffering from a monopolistic 
state-oriented culture in Italy and we were 
the first private company to compete 
directly against a big monopoly 1 


tion and monthly fees. Our phi- 
losophy was simple - let people 
pay for what they use. Our Ital- 
ian competitor also followed us 
in the strategy." 

Under the Italian system, cus- 
tomers receive no Initial subsidy 
from the telecom operator to 
acquire the first handset hard- 
ware. “So they have to make an 
initial Investment," says Mr 
Scaglia. “But then our per min- 
ute phone prices are lower than 
elsewhere in Europe. Customers 
have no long-term contractual 


He says there is not much dif- 
ference between selling mopeds 
in Shanghai and cell phones in 
Europe. “What you have to make 
people realise is that they need 
them without knowing it” 

His ultimate ambition is to see 
cell phones substituting tradi- 
tional wireline services. 

“Already our per minute wire- 
less prices for international calls 
to Europe, the US. Canada and 
Mexico for business customers 
are lower than wireline." he says. 
Omnitel aims to increase its 


share of the Italian telecom mar- 
ket from 4 per cent last year 
when the market totalled $24bn 
in revenues to 16 per cent of a 
market expected to grow to S39bn 
in 2005, Its aim is also to grow its 
share of the Italian wireless mar- 
ket from 15 per cent last year to 
38 per cent during the next six 
yeare. By the end of July, Omni- 
tel already had 28 per cent of the 
Italian wireless market. 

However, a third cellular phone 
operator will soon enter the Ital- 
ian market and possibly a fourth 
next year. The third operator 
consists of a consortium group- 
ing Enel, the Italian state elec- 
tricity utility, with France Tele- 
com and Deutsche Telekom. 

“We are still the only real pri- 
vate Operator. The new consor- 
tium is made up of big European 
monopolies and Telecom Italia, 
although privatised, still has the 
Treasury as its single biggest 
shareholder. And there Is also 
the government’s golden share.” 

Omnitel is convinced it can 
compete successfully if the 
ground rules are fain “Our big 
worry at present is frequencies. 
We need them to grow and if 
frequencies are not properly dis- 
tributed then the market will be 
distorted and we wifi suffer." 


MARKETING CHALLENGING THE BIG NAMES 


Soft sell cottons on 
in the bathroom 


Hygiene products that ‘take the paper out’ have 
won a virtual company a toehold in a fiercely 
competitive market, says Tracy Corrigan 


mi 


Tim and Willy 
Paterson-Brown, two Scot- 
tish brothers who have 
settled in Seattle, Washington, 
are not shy about explaining the 
advantages of their Purely Cot- 
ton product range of personal 
hygiene products. Willy produces 
a piece of cotton wool and a piece 
of wood from his pocket and asks 
bluntly: “Which 
rather use?” 

Their company, Linters - 
named after the cotton by- 
product which is used to make 
Purely Cotton products - has. 
according to Willy, Introduced 
the world’s first toilet and facial 
tissues made from cotton. 

“Everyone we spoke to said 
this couldn't be doze, and even if 


sue is more absorbent, less abra- 
sive and kills more bacteria. 

The Purely Cotton range con- 
sists of cotton tissues and toilet 
paper only, but there are plans to 
extend into feminine hygiene, 
nappies and kitchen towels. They 
also hope to develop products for 
the medical industry, such as 


“virtual" company - almost 
every function, from sales and 
marketing to production, is out- 
sourced. The private company, 
which Tim and Willy started 
with their own capital, is now 
financed by private equity capi- 
tal, but they hope to bring it to 
the stock market 
There are some worries. Won't 
the giants step in and crush an 
upstart like Linters? The 
brothers believe they have pro- 
tected themselves from competi- 
tion through patents and esclu- 


surgical masks and examination 

would you stve contracts with suppliers and 

„ . . manufacturers. And for a price 

‘Linters has 


something new in a 
category that has 
had nothing new in 


years 1 


war, they argue, would be inef- 
fective, since Purely Cotton prod- 
ucts are already more expensive. 

They add that their raw mate- 
rial costs will be less volatile 
than those for paper tissues. The 
cost of the linters used to make 
Purely Cotton products is about 
10 to 20 per cent higher than 


you can do it, you can't survive wood pulp at current market 


in the market" he says. The rea- 
son: tie tissue market is domi- 
nated by two massive companies, 
Procter ft Gamble and Kimberley 
Clark, which own brands such as 
Kleenex and, in the US, Charmin. 

Both companies have big mar- 
keting budgets. Both have 
aggressively chased other varia- 
tions on a theme - such as moist- 
ened tissues - but they have 
never pursued the notion of cot- 
ton. “We can get the product on 
the shelves because there is a 
clear point of difference - a bit of 
variety on an aisle that is thor- 
oughly boring," says Tim. 

This has given Linters an open- 
ing to take on the big guys for at 
least a small slice of the market. 
Since they launched their cotton 
toilet tissue product two years 
ago, the Paterson-Browns say 
they have won a 3 per cent share 
of test markets in the Pacific 
north-west and north-east, Calif- 
ornia and the Mid-West 

If replicated on a national 
scale, that could add op to big 
money. The US bath and facial 
tissue industry has annual sales 
of nearly $5bn (£3bn). Purely Cot- 
ton products were sold in 200 
stores in 1997 and will be avail- 
able in 12/100 by the end of the 
year. The plan is to launch in the 
UK market in 1999 and in conti- 
nental Europe in 2000. 

The brothers have some canny 
marketing ideas. They are seek- 
ing to position Purely Cotton as a 
cosmetic beauty item: the tissues 
are gentle enough to use for 
removing make-up or for 
cleaning glasses. They are also 
vaunting the product's medical 
benefits: Willy reels off docu- 
mented evidence that cotton tis- 


sbeets for doctors' surgeries. Tim 
has a powerful, if unappealing, 
vision of a new mother returning 
from hospital with Purely Cotton 
nappies for her baby, panty liners 
for herself and adult inconti- 
nence pads for grandad. 

For all its aspirations, Linters 
is still tiny, with 20 full-time 
staff. It is, say the brothers, a 


prices, but the price of wood pulp 
has been notoriously volatile. 

To compete with the massive 
marketing budgets of the giants. 
Willy admits: “We have to be cre- 
ative." Its “I don’t use toilet 
paper" line of ads are certainly 
thoughtrprovoking. Furthermore, 
he notes that Linters has “some- 
thing new in a category that has 
had nothing new in years". 
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WE TOOK THE PAPER OUT! 


Big softie: one of the ads for Purely Cotton toilet and fecial tissues 
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Robert Rice on 

implications of the Paris 
and London firm’s- 
merger with New York's 
Christy & Viener 

■SR It is no blockbuster, but it 
nP: a first. The Paris and 

I" HI London law firm, Salans 
Hertzfeld & Heilbronn is to linir on 
January 1 with New York law firm 
Christy & Viener, in the first trans- 
atlantic law firm merger. 

The new firm, to be known as 
Salans Hertzfeld Heilbronn Christy 
& Viener in New York and Satan* 
Hertzfeld & Heilbronn elsewhere in 
the world, will have 86 partners 
and 850 fee earners. It will have 
offices in Almaty. Kiev, London. 
Moscow, New York, Paris, St 
Petersburg and Warsaw. 

When Linklaters announced in 
July that it was linking with four 
members of the Alliance of Euro- 
pean Lawyers to form Europe's big- 
gest international law practice, the 
market was quick to point out 
what it saw as the flaws in the UK 
law firm’s strategy. 

Many observers felt that the deci- 
sions by the French and Spanish 
members of the Alliance not to 
take part left the London firm with 
a huge gap in its plans to form a 
pan-European practice. 

Others focused on the fact that 
Li nkl aters & Alliance, as the new 
practice is to be known, was not a 
true merger but an alliance and 
was therefore unlikely, at least in 
the short term, to be able to meet 
the demands of the market for a 
one-stop shop approach to cross- 
border legal services. 

And investment bankers, while 
praising Linklaters' move as a good 
first step towards providing a high, 
quality integrated single-firm ser- 
vice, expressed doubts about Link- 
laters & Alliance's ability to deliver 
the increasingly important US end 
of big cross-border deals, 


By merging with Christy & 
Viener, Salans believes it has tack- 
led, albeit in a different sector of 
the legal services market, at least 
two of those concerns. First it is a 
full merger and not an alliance; 
and second, it will now have a 
credible presence in the US. 

The swing against alliances Is 
gathering momentum. The view in 
Europe appears to be that they do 
not work other than superficially. 
Last week PQnder Volhard Weber 
& Axster, one of Germany’s fearfinp 
commercial law firms, announced 
that it was disbanding its interna- 
tional alliance with firms in the 
Netherlands, Austria, Switzerland, 
Belgium and France. 

Thomas Gasteyer, Ponder’s man- 
aging partner, declared: “The era 
of alliances is over. Clients expect 
to receive advice from one source. 
We are convinced by the principle 
of the one-stop shop.” 

Robert Starr, the US attorney 
who Is joint managing- partner at 
Salans's London office, agrees, dis- 
missing alliances as "marketing 
vehicles to promote the concept of 
one-stop shopping" on behalf of a 
group of independent law firms. 

“We wanted to create a unified 
multinational partnership. That's 
what is missing from these other 
links. To meet the challenges of 
global business we feel you need to 
be integrated internally, strong in 
the domestic markets in which you 
operate, strong in the core practice 
areas relevant to multinationals 
and able to do the cross-border 
work. Others [firms] are afraid to 1 
go this for." i 

The merged firm will therefore 1 
operate as one partnership, with a 
management committee compris- ' 
ing two partners from each of the t 
London. Paris and New York 1 
offices and a unified profit sharing i 
system. No one office will be domi- 1 
nant, however. t 

Mr Starr also believes that if law f 
firms want to service global busi- a 
ness, they need increasingly to be 



Sapling up: Satan's Robert Starr (MQ wfth Joint imragfng partner Roger Abrahams 


Trevor Humphries 


transatlantic. "The merger will 
allow us to offer a much more com- 
prehensive service to European cli- 
ents with North American projects 
and interests and to North Ameri- 
can clients with European 
projects and interests," be says. 

The timing of the merger has 


The timing of the 
merger has 
everything to do with 
economic and 
monetary union 


everything to do with economic 
and monetary union and the start 
of the euro on January l. 

Mr Starr says the merged firm 
will be well placed to compete with 
the larger US and UK international 
law firms in the markets in which 
it operates in its core areas of 
banking, restructuring and recov- 
ery, corporate and structured 
finance, litigation and 
arbitration, employment and tax. 

“Our merger creates a firm with 


strong local law practices in each 
country and integrated multi-office 
practice groups," he says. 

So what does each firm bring to 
the party? Salans, which was set 
up in Paris just 20 years ago, is 
best known for its strength in Rus- 
sia and eastern Europe particularly 
in the financial services, energy 
and natural resources and high- 
technology sectors. Jeffrey Hertz- 
feld, the senior partner, has been 
active in Russia since the early 
1970s. Among its clients in eastern 
Europe and the former CIS coun- 
tries are Amoco, Coca-Cola, Gil- 
lette, RJR, McDonald’s and several 
leading international financial 
institutions. In western Europe its 
clients include Royal Bank of Scot- 
land, Barclays, Lloyds TSB, Volvo 
and Pfizer. 

Christy is also just over 20 years 
old - although it traces its origins 
back to the 1930s when Francis 
Christy played a leading role in the 
development of New York's Rocke- 
feller Center. Like Salanc it hag a 
strong reputation in litigation and 
also specialises in bankruptcy and 
restructuring and corporate and 
securities work. Crucially for Sal- 
ans. Christy is also active in both 
Asia and Latin America. Among its 


clients are Central and South West 
Corporation. Assicurazioni Gener- 
ali, New York Life Insurance Com- 
pany, and a large number of Euro- 
pean and Asian financial 
Institutions, such as Credit Lyon- 
nais, Nat West, the Securities 
Transfer Association and 
the Swiss Helvetia Fund. 

The objections voiced by most 
US and European firms to transat- 
lantic mergers focus on differences 
in profitability and culture. Gener- 
ally, US firms with their highar 
number of assistants per partner 
are the mare profitable. In the case 
of the Salans /Christy merger, how- 
ever, neither factor is a problem. 
Although Salans is much the 
larger firm, profitability is compa- 
rable. Tt is also difficult to think of 
many firms that are better placed 
than Salans, with 12 nationalities 
among Its 57 partners, to absorb 
cultural differences. 

With the first transatlantic 
merger out of the way it r emains to 
be seen how soon and how many 
others will follow suit If Thomas 
Gasteyer is' right and legal services 
are moving firmly into the era of 
the one-stop shop, the answer 
ought to be a significant mimhar 
and sooner rather than later. 
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Ruling on EU state aid to Eni quashed 
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European 
court 

In a case brought by BP Chemicals, 
the European Court of First 
Instance last week quashed a Euro- 
pean Commission decision allow- 
ing an Italian state capital injec- 
tion of L3900bn (*L68bn). 

In 1992 and 1993, Eni, the Italian 
state holding company, made two 
capital Injections, totalling 
Ll,794bn. into its ehamira»t« subsid- 
iary EniChem. The Commission 
opened a formal state aid inquiry 
in 1994. 

The UK Department of Trade and 
Industry objected. BP Chemicals 
was a member of the working 
group which helped the depart- 


ment draw up its c omplain t 

During the Commission's 
inquiry, the Italian authorities said 
they envisaged making a third 
injection of L3,000bn as part of an 
overall restructuring of EniChem. 

Without extending its inquiry to 
cover the third injection, the Com- 
mission issued a decision finding 
that the first two injections were 
state aid but could be approved 
and that the third injection was 
not state aid, because a “market 
economy investor" would have 
contributed the capital. 

BP applied to tbe Court to have 
the decision annulled. The UK gov- 
ernment supported it. Italy, Eni 
and EniChem supported the Com- 
mission. 

The Court rejected the Commis- 
sion's submission that BP was out 
of time. However, on procedural 


grounds, it rejected BP’s challenge 
on the first two injections. It had 
failed to inform the Commission 
directly of its views and the fact 
that it had participation in the DTI 
working group was not sufficient 
to give it standing. 

BP argued it was impossible to 
review the third injection in isola- 
tion and , In . any event, no private 
investor would have matte it The 
Commission was therefore obliged 
to open a formal inquiry 

The Court ordered the Commis- 
sion to produce the original calcu- 
lation it had m ade to support the 
decision's finding that the cashflow 
from the investment would have 
been satisfactory to a private inves- 
tor over a 10 year period. 

The Commission produced a 
table. After the hearing it informed 
the Court that it was not from its 


file but was a later reconstruction. 
The Commission submitted new'; 
fables and at..a >seQoud r hearinft l 
asked the Court to disregard, the'.’ 
first 

The Court referred to case law,, 
stating the Commission was 
obliged to open an inquiry when- 
ever it had doubts about state aid: 
The same was true when the Com- 
mission had doubts as to whether 
the measure constituted aid at alL \ 

It said the Commission had 1 
encountered serious difficulties in 
two respects: whether the third 
injection should be examined in 
Isolation, and whether the present 
value of the cashflows would have 
attracted a private investor. 

Hie Court examined the proxim-' 
ity in time of the three' ejections, 
their common purpose (the 
restructuring) and the situation of 


.EniChem .at the time they were 
made (heavily loss-making). : ' 

doubts about separating the^three 
injections. Turning to the cashflow 
calculation, the Court noted sev- • 
eral inconsistencies between the 
Commission’s tables and explana- 
tions given to the 'Court, • 3. • • 

Since tbe Commission had aban- 
doned the first table, the Court 
could not ascertain what calcula- 
tions had been made at the' time. 

The Commission had therefore 
i nfrin ged BP's rights by not open- 
ing an inquiry into the third injec- 
tion. 

T-llfS& BP Chemicals v Commis- 
sion, CFJ 2CB, September 15 1998. 

BRICK COURT CHAMBERS, 
BRUSSELS 
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And of course no one gives you a bigger welcome, or 
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For flight bookings or more information call JAL or 
contact your travel agent 


l AJ-rr 


A BETTER APPROACH TO BUSINESS 

www.jal-europe.com 


Royal Bank 
of Scotland 
expands into 
Germany 

Royal Bank of Scotland is 
expanding its acquisition finance 
business, one erf the leading 
participants in the UK takeover 
market, into continental Europe. 

Its first move is into Germany, 
where RBS has recruited Michael 
FScidng from BHF-Bank to head 
the new Frankfurt office. FOcking 
will be joined in due course by a 
BHF colleague, Jochen Koenig. 
The third member of the Frankfort 
team is Martin Block from RBS's 
UK operation. 

Two executives who will open a 
second new office in Paris are 
expected to be appointed soon. 

F&cking spent five years at 
BHF-Bank, where he was involved 
in many acquisition finance deals, 
as well as the complex financial 
restructuring of German 
companies. 

He win report to Leith Robertson, 
head of RBS’s new leveraged 
finance group. It incorporates the 
acquisition finance business which 
Robertson has headed since its 
creation in 1993, and RBS 
Mssanine. of which he is 
managing director. 

RBS has provided £3bn in debt 
to 226 companies in buy-out deals 
since the unit was set up five years 
ago. Through syndication and early 
paydowns, only 40 per cent of the 
total is still outstanding, Robertson 
said. 

Although RBS will continue to ' 
focus on middle market deals - 
providing debt financing in the 
£10m to £l00m range - the 
reorganisation and continental 
expansion is intended to signal its 


willingness to tackle larger 
transactions. 

Robertson said: “We believe that 
the German economy and the 
German industrial base wHj be able 
to deliver the quality of credit in 
the businesses that we like.” 

C fay Harris, London 

Deutsche Telekom 
appoints Brauner 

Deutsche Telekom, the German 
telecoms giant, has appointed 
Josef Brauner to Its management 
board where he will take 
responsibility for the group's 
newly-created “sales and customer 
care" division. 

Deutsche Telekom said his 
appointment reflected a policy of 
boosting customer service - an 
area that has not always been a 
strong point at the former 
monopoly carrier, which was 
partially privatised in 1996. 

Like Ron Sommer, Deutsche 
Telekom's chairman, Brauner, 48, 
joined Deutsche Telekom from the 
Sony electronics group. Until April 
1997, Brauner headed the 
management team at Sony 
Deutschland in Cologne. He then 
switched to Deutsche Telekom, 
becoming head of its main sales 
department. 

Meanwhile, Deutsche Telekom 
said Detiev Buchal, who has 
responsibility for much of the 
group's multimedia activities, 
would take over a new “product 
marketing" division. 

Sommer said that the 
appointments would ensure “the 
business responsibilities within 
Deutsche Telekom's management 
board reflect all aspects of 
business processes, including 
development, production, product 
marketing and sales". 

Ralph Atkins, Bonn 


Thompson to 
Gold Fields 


Gold Reids, the new company 
created out of the gold interests of 
Gencor and the soon-to-be 
disolved Gold Fields of South 
Africa, has taken the ixursual step 
of appointing a Canadian - albeit 
one bom in Johannesburg - as its 
new chairman. 

Chris Thompson has spent the 
last 25 years promoting and 
financing gold mining projects. He 
is to replace Brian Gilbertson, who 
will henceforth focus his attention 
on Billiton, the London-based 
metals group spun off from Gencor 
last year. 

Thompson's international 
financial expertise is designed to 
complement the operational skills 
of Tom Dale, the managing 
director, who Is rapidly increasing 
Gold Reids' profits with an intense 
programme of rationalisation. 

Thompson, aged 50, who will 
move from Denver, Colorado, to 
Johannesburg, says one of his 
aims Is to persuade investors to 
raise their ratings of South African 
gold mines, which have 
traditionally been Ill-regarded 
because of perceived "political 
risk” and the complicated structure 
of the old mining finance 
houses. 

Odd Reids' market capitalisation 
in relation to Its gold production is 
about a third of what It would be in 
north America, which makes it 

more expensive to raise capital for 

expansion. Thompson says his 
objective is that “at a minimum we 
should be on the same rating ha<?«? 
that they are". 

Gold Fields' costs have been 
falling rapidly since the company 
was established eight months ago, 
and the company is amassing a 


war chest for international 
expansion. Thompson says the 
board will work out a new 
international strategy by the end of 
February next year. 

Victor Mallet, Johannesburg 

Astra re-organises 
its research 

Astra, the Swedish 
pharmaceuticals group, has 
announced a re-organisation of Its 
research and development 
activities based around Its 
therapeutic areas. 

In future, all clinical research 
projects by Astra - the producer of 
Losec, the world’s top selling 
prescription drug - will be 
organised along therapeutic fines. 

Five new therapeutic area 
directors have been named. Martin 
NlckJasson wifi oversee the 
gastrointestinal area. Co tin 
Reddrop will manage the 
respiratory area. Lars Waianis to 
head the cardiovascular section 
and Cari-Johan Dalsgaard the 
pain control business. Gosta 
Jonsson will manage the area 
researching the central nervous ' 
l system. 

The company also named new 
site managers for its Cham wood 
facilities in the UK and its Draco 
and Hassle sites in Sweden. They 
are Roy Eady, Cecilia 
Schelfin-Saidegarri'and Peter 
Ed man respectively. 

Ufi Hacfcsefl, formerly president 
of the Draco site, has been 
appointed as vice-president in 
charge of drug discovery and 
technology fin the new R&D 
organisation. 

"Research Is the life-blood of 
Astra's business and decisive for I 
our future development, ” said 1 

Hakan Mogren, chief executive- I 

"By organising our R&D activities 1 


according to our therapeutic areas, 
the distribution of responsibility will 
be clearer and our activities can be 
conducted more efficiently.” Jfo 

77m Burt, Stockholm " 

UDV promotes 
Menezes 

Ivan Menezes has been promoted 
to the most senior marketing job at 
United Distillers & Vintners, the 
spirits and wine business of 
Diageo, the UK-based drinks 
group, where he will be 
responsible for a clutch of the 
world’s leading spirits brands. 

Menezes. 39, becomes global 
commercial and strategy director. 

He will be responsible for 
develo ping global growth 
strategies for UDV’s portfolio of 
Spirits brands including Smirnoff, 

Johnnie Walker, Gordon's Gin, - 
and Malibu. He will join the 

udv executive committee and will 

report to Jack Keenan, UDVs chief * - 
executive. 

Jo ining Guinness in 1997 as' 
strategy director he became 
integration director for Diageo and 
UDV on the merger of Grand 
Metropolitan and Guinness. He has 
worired at Nestte, Whiipool'and 
Booz-Ailen and Hamilton. He 
succ eeds Alan Cordery. 

• Commerzbank Capital Markets 
corporation, the New York arm of 
Commerzbank Global Equities, has 
appointed Nick Hiley head of 
Pan-European sales, New York. 

Hiley joins Commerzbank from 
Warburg Dillon Read, New York, 

where he had been executive 

director and joint head of ^ 

European sales. 

• BBC Worldwide has appointed 
Helen Jackson to the new role of 
director of Independents. She was 
previously head of international 
distnbution strategy at tile BBC. 
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Thrown by the 
plates and pots 
of Picasso 

William Packer changes his mind about the 
artist’s - witty',, decorative ceramics ' ' 


A long lifetime on from the great 
Cubist experiment' and “Les pes- 
nwAs^les”, there are stUJ people 
who see Picasso as a fraud and a 
charlatan.- arid his ’work- .as an 
afitemt to their intelligence!. Then 
there are thoee for whom the Mas- 
ter, can.do; no wrong, whose, every, 
mark aiid. gesture 'and passing 
■fancy are instoid;, with genius, not 
tot Say s igni fi ca n c e, -But no artist, 
however great, is infallible, and it 
if that very fallibility which makes 
great gifts, -remarkable. With Pic- 
asso, Whops endless career followed 
SO taany shifts and turns,- there 
yrere Inevitably periods of doubt 
and^incertainty, of open experi- 
ment and but qualified success. 

For us today, able now to look 
back with some detachment and 
objectivity, we can see that the 
work of the last 10 to 15 years of 
his life, when he was in his 80s, 
which at the time seemed to mark 
so desperate and tragic a falling , 
oft was in fact among the most 
important passages of alL Look 
back a decade further, through the 
1950s, and we find, by contrast, 
work that is for the most part deco- 
rative, bright and cheerful, and 
emptily formulaic, the least inter- 
esting of alL Since this was the 
period more or less coincidental 
with his engagement with ceramic, 

I had been inclined to lump his 
work in that medium in with the 
rest of it, and write it off: it always 
seemed clever enough in formal 
terms, charming, witty, full of fun. 
but it was hardly to be taking seri- 
ously. He didn't even throw his 
own pots. 

How wrong can you be. The com- 
prehensive exhibition now at the 
Royal Academy of Picasso’s pots 
and plates, the first ever to have 
been put together on such a scale, 
is a revelation. 

His interest in the medium took 
root in the summer of 1946 when, 
at the invitation of the proprietors, 
Georges and S uzann e Ramie, he 
visited the Madoura workshop they 
bad set up just before the war at 
Valiauris. near Antibes in the 
south of France. It was not so 
much a traditional pottery as one 
established in a traditional pottery- 
making area, with a local man. 


Jules Agard, installed as master- 

c rafts man 

Their close collaboration would 
last into the early 1960s. with 
Agard moulding or throwing the 
basic earthenware forms, loosely 
founded on .the rather chunky local 
fashion.- plates, jugs and pots - 
under Picasso’s supervision, who 
would then squeeze or stretch 
them, or add to them as necessary, 
and paint on th em the often whim- 
sically decorative images for the 
tiring - birds and beasts, old men 
and young women, the sun and the 
moon, and often a lugubrious hint 
at self-caricature. 

AH are one-off examples in that 
no pattern or image is exactly 
repeated, but Agard would often 
produce a short run of a particular 
form, if only a couple, upon which 
Picasso could then work his varia- 
tions. The first things we see are 
some identical plates variously 
incised and glazed, or actually 
modelled into low relief, with 
images of faces, fishes, fork and 
spoon. Both in form and decora- 
tion, the reference is as eclectic as 
one would expect, though reference 
is perhaps rather too absolute a 
term for so richly personal, quix- 
otic and instinctive a response. The 
sources may lie half -remembered 
deep in the artist’s knowledge of 
domestic pottery from Roman to 
late-medieval times, and from Val- 
iauris to Pern. Here aJ-e hints of 
Tanagra figurines. Etruscan grave- 
goods. Cycladic offerings to the 
gods. The drawing looks to Egyp- 
tian tomb-painting and Greek, 
vases. But always it is Picasso, 
drawing quite as much back into 
his own past work, who makes 
with every mark, every touch, 
every tweak, something entirely 
new and fresh, and entirely his 
own. 

Some of the forms are wonder- 
fully complex in their formal 
arrangement of spouts and han- 
dles, and no less inventive in their 
anthropomorphic or natural sug- 
gestion - beaks and wings, hips 
and breasts, bird jugs and female 
bottles - but the simplest and pur- 
est fonts are no less powerful. Two 
tall bottles, a perfect pair, face 
each other across the room, the 


THE ARTS 



Potty about Pkcassoc ‘Mounted Cavafier* jug, 1950-51 


one black, the other white, each 
with a tall slim neck, and each 
with the image of a bird teased 
with authoritative simplicity upon 
its full, fat body. A tiny woman, 
pinched out of a scrap of clay, scur- 
ries along, holding her skirts. 

Picasso as an artist was always 
intrigued by process and tech- 
nique. ever open to the new experi- 
ences and the creative possibilities 


they afforded. He was always a 
magpie and as improviser, and had 
been improvising sculpture all his 
life. He was. moreover, never less 
than serious in his play, for aH the 
fun it clearly gave him. 

It was chance, perhaps, that took 
him to Valiauris, or perhaps that 
invitation merely chanced to catch 
him on a good day. A change is as 
good as a rest, they say, and the 


Valiauris pottery allowed him the 
creative distraction he needed. 
Goodness knows, he put it to good 
use. 

Picasso - Painter and Sculptor in Clay: 
IhB Royal Academy, Piccadilly, London 
Wf until December 16, then to the 
Metropolitan Museum of Ait, New 
York: sponsored by Goldman Sachs 
[ntenudonaL 



Victims of a co ntrad ictory government prelect: scene from David Feidschuh's 
fiction* reconstruction of the infamous Tuskegee experiment in Alabama 


Sorry seems the hardest word 


THEATRE _ 

Rfiss Evas’ Boys 

The Pit. Barbican, London EC2 

One of the apologies which sprang 
more easily to president Clinton's 
lips was for the Tuskegee experi- 
ment. in which hundreds of black 
men suffering from syphilis in 
rural Alabama were monitored 
over a period of 40 years while 
treatment was withheld. Physician 
and playwright David Feldschuh 
has fictionalised the experiences of 
the nurse involved in the experi- 
ment, Eunice Rivers - here 
renamed Evers - for what was first 
an Emmy-winning TV movie, and 
is now a theatrical production by 
Santa Fe Stages, visiting the Barbi- 
can as part of its international 
theatre programming. 

Responses to the piece can be 
complex: scenes which have an 
immense potency at the time 
diminish with distance to seem 
part of a deliberately “button- 
pusbing" emotional approach. 


although the outrage at the Tuske- 
gee project itself remains. Indeed, 
the project was laden with similar 
contradictions: originally con- 
ceived as a way of regaining gov- 
ernment funding to treat the 
patients, it became a reason to 
refuse them such treatment: in 
order to prove that syphilis knew 
no racial discrimination, it was 
deemed necessary to allow several 
hundred black people to die. Those 
who survived were those who “des- 
erted". 

Feidschuh's strong, sensitive 
script focuses on a quartet of ama- 
teur song-and-dance men who 
name themselves Miss Evers' Boys 
in honour of the nurse who treats 
them with respect and humanity. 
Lorey Hayes' Miss Evers begins the 
project with reservations and ends 
on the horns of a dilemma: scenes 
from 1932 and 1946 are interspersed 
with her testimony to a Senate 
hearing on the project in 1972. 

The “Boys’’ are a deliberately 
diverse bunch - the folk-healer, 
the cynic, the aspiring dance star 
and the stoical older man; the med- 
ical staff likewise cover a spec- 


trum. from Miss Evers' ethical 
anguish through the local consul- 
tant’s uneasy collaboration to the 
paper-pushing heartlessness of the 
government doctor (the only white 
character in the play). 

Several scenes have immense 
power the initial bonding between 
visiting Dr. Douglas and Willie the 
dancing fanatic as they awkwardly 
reconstruct a half-remembered 
dance routine, the lengthy and 
agonising portrayal of a spinal tap; 
or when the elderly, crippled Wil- 
lie, outside the hearings, forces 
Nurse Evers and the doctors to 
watch whilst he listens to a gramo- 
phone and. unable to dance, recites 
his old routine step by step. 

However, despite a clutch of uni- 
formly excellent performances 
under the direction of Martin L. 
Platt, Miss Evers' Boys retains a 
niggling sensation that it is more 
naturally a movie, and one 
intended less as testimony than lib- 
eral penance: like that presidential 
apology, its purpose is to make us 
feel better through mortification. 


Until October 3 (0171 638 8891). 


AMSTERDAM OPERA GOTTERDAMMERUNG 

Light goes out 
on high-tech 
Ring cycle 


in spite of big ideas 
on scenic design, 
Audi’s production 
added little to either 
the drama or the 
music, writes 
Richard Fairman 

At least the Netherlands 
Opera got its timing right. 
While none of the first-di vi- 
sion opera houses of the 
world has a new production 
of Wagner’s Ring cycle 
under way, Amsterdam has 
captured the limelight 

A year in the making, the 
Dutch Ring has reached 
completion with Giitterddm- 
menutg . To those who have 
followed it from the begin- 
ning. the two points that will 
stick in the memory are how 
much it must have cost and 
the extraordinary feat of 
rebuilding the stage before 
each performance. For this 
final opera the “danger 
seats" for the audience high 
above the stage disappeared 
even further up into the 
roof, leaving a row of tiny 
faces peering down ner- 
vously from on high. 

What has this new Ring 
added up to? Not enough, 
considering how little it has 
added to our knowledge of 
either the drama or the 
music. The promise of a pro- 
duction by Pierre Audi, 
respected man of letters and 
deeds in the arts world, has 
certainly not been met by a 
staging that repeatedly sub- 
stitutes effects for any 
deeper response to the 
operas. But it is measure of 
the poverty of inspiration 
among the current crop of 
producers that even his dis- 
appointing effort has more 
to commend it than the most 
recent productions in Bay- 
reuth (feeble), London (puer- 
ile) and Paris (vacuous). 

However low it has set its 
sights in terms of interpret- 
ing the drama, Audi’s Ring 
has always had big ideas 
about scenic design. Gtitter- 
d&mmerung, naturally 
enough, proved to be the big- 
gest of alL The broken circle 
that had formed an element 
of the stage in each of the 
previous operas now joined 
up to create a complete ring 
that swirled out over the 
orchestra pit. across the 
front of the stalls, and way 
up into the flies. Even 
Norma Desmond never had a 
grander entrance than the 
five-minute descent down its 
right-hand curve. 

On stage the most promi- 
nent feature was that mod- 
em producer’s cliche - the 
single light-bulb hanging 
from the ceiling. Contrary to 
previous form, Audi ven- 
tured a number of insights, 
for example bringing both 
Siegfried and Gunther to the 
Valkyrie rock to claim Brun- 
nhil de. a valid gloss on the 
original. But it was a less 
happy idea to turn the cho- 
rus into faceless robots pro- 
grammed to jerk to the beat 
(at the word “Ring” they all 
predictably raised a finger in 
the air). If Wagner had 
wanted to compose a sound- 
track for Invasion of the 
Zombies he would surely 
have written different music. 


Still, the soloists had a bet- 
ter deal, as they were able to 
project from the protruding 
part of the ring. Lowering 
there, bald-headed, eyes 
rolling, a fearsome presence, 
Kurt Rydl held the audience 
spellbound and sang with 
blazing force. His Hagen 
completely dominated the 
performance, leaving little 
room for Wolfgang Scbone's 
unsteady Gunther or the 
Gut rune of Eva-Maria Bund- 

schuh, struggling with a 

voice that no longer carries. 
Henk SmJt returned as an 
effective Alberich and Anne 
Cjevang made a sturdy 
impression as Waltraute. 
The Rhinemaldens were 
more than acceptable, the 
Norns less so. 

About the two principal 
ringers it is hard to give an 
unqualified response. Heinz 
Kruse’s Siegfried is on artis- 
tic example of what manag- 
ers call the Peter Principle: a 
more than able character 
tenor has ascended to ever 
heavier roles, arriving 
finally at the Gutterddmme- 
rung Siegfried, in which he 

ft Wagner had 
wanted to 
compose a 
soundtrack for 
'Invasion of the 
Zombies’ he 
would surely 
have written 
different music 


neither sounds nor looks 
remotely heroic. Jean nine 
Altmeyer won one's sympa- 
thy by giving everything she 
has. but regretfully that does 
not include the stamina lor 
her role or - sometimes - its 
top notes. What would Birgit 
Nilsson say of a Br Qnnhil de 
who has to miss out the cli- 
mactic top C of the great 
dawn duet? 

One of the novelties of this 
Ring is that each opera has 
involved a different orches- 
tra playing from a different 
position, in GOtterd&mme- 
rung’s case the Netherlands 
Philharmonic in a partially 
covered pit from where the 
sound emerged dull and 
dampened. But the combina- 
tion seems to have roused 
the conductor, Hartmut 
Haenchen, from his former 
stupor. The drama of the sec- 
ond act was driven along at 
a furious pace and, after a 
powerful Funeral March, he 
brought the cycle to a satis- 
fyingly demonstrative con- 
clusion. 

At this point Audi could 
resist no longer. His high- 
tech Ring had to live up to 
its reputation: for its dosing 
tableau there were explo- 
sions of light, Wotan’s spear 
crashed through the roof, 
the back wall rose and fen. 
strip lighting flashed red and 
blue, and a jumble of mod- 
ern machinery appeared on 
the stage, the clinching sym- 
bol of the entire theatrical 
concept. Then the single 
light-bulb went out. 
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AMSTERDAM 

DANCE 

Hot MuziektHeater 
Tel: 31-20-551 8911 
Nedertands Dais Theater l: triple 
bill comprising Sinfonletta by Jifi 
Kylten. Grass by Mats Ek, and 
Start to finish by Paul Ughtfoot; 
Sep 25. 26 

OPERA 

Netherlands Opera, Het 
Muziektheater 
Tel: 31-20-551 8911 
Gdtterdfimmemng: by Wagner. 
New staging by Pierre Audi, 
conducted by Hartmut 
Haenchen; Sep 28, 27 
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BIRMINGHAM 

CONCERT 

Symphony HaH 

Tel: 44-121-212 3333 

City of Birmingham Symphony 

Orchestra: conducted bySakari 

Oramo in works by Sibelius, 

DutiUeux and Mahler Sep 24 


# 

-.-Sf ' 


BOSTON 

EXHIBITION 



Museum of Fine Arts, Boston 
Tel: 1-617-267 9300 
Monet in the 20th Century: more 
than 80 works painted by the 
artist in the last decades of his 
life. Beginning with paintings of 
the garden at Grvemy, the show 
concludes with five of the 
monumental waterifly paintings 
that Monet himself called 
Grand es Decorations; 
to Dec 27 


BUDAPEST 

EXHIBITION 

Museum of Applied Arts 

Tel: 36-1-217 5222 
Zsolnay: Art Nouveau Ceramics. 
Display of 200 objects made 
between 1897 and 1918 at the 
family-owned Zsolnay factory in 
Pdcs. Includes goblets, vases 
and other objects; to Sep 27 


CHICAGO 

EXHIBITION 

Art Institute Of Chicago 

Tel: 1-312-443 3600 

www.artlc.edu 
Julia Margaret Cameron’s 
Women: 60 vintage prints of 
Victorian subjects such as Julia 
Jackson, mother of Virginia 
Woolf, and Alice Lidded; to Jan 
10, then transferring to San 
Francisco 

OPERA 

Lyric Opera of Chicago 
Tel: 1-312-332 2244 
www.tfrkxperR.org 
La Giocanda: by PonchteSi- 
Con ducted by Bruno Bartoietti in 
a staging by John Copley. The 
title role is sung by Jane Eagteru 



Sep 26 


COPENHAGEN 

EXHIBITION 

Louisiana Museum of Modem 
Art, Humlebaek 
Tel: 45-4919 0719 
www.louisiana.dk 
Joan Mird: major retrospective 
comprising 140 paintings, 
drawings and sculptures, 
including works borrowed from 
the artist’s family; to Jan 10 


GLASGOW 

OPERA 

Theatre Royal 

Tel: 44-141-332 9000 

The Magic Flute: by Mozart. 

Scottish Opera production by 

Martin Duncan, conducted by 

Richard Fames; Sep 23, 26 


LONDON 

CONCERTS 
Barbican Hall 
Tel: 44-171-638 8891 
London Symphony Orchestra: Sir 
Cofm Davis conducts works by 
Mozart and Bruckner in the 
opwing concert of the autumn 
season. With piano soloist Radu 
Lupu: Sep 23, 24 

Royal Festival Hall 
Tel: 44-171-960 4242 
Philharmonia Orchestra: 
conducted by Kurt Sanderiing in 
works by Brahms. Beethoven 
and Shostakovich. With piano 
soloist Andras Schiff; Sep 22, 26 

EXHIBITION 

Royal Academy of Arts 


Tel: 44-171-300 8000 
Picasso: Sculptor and Painter in 
Clay. This first major exhibition of 
Picasso's ceramics includes 
around 1 00 pieces, many of 
which have never before been 
exhibited; to Jan 1 

OPERA 

Engfish National Opera, 

London Coliseum 
Tel: 44-171-632 6300 
Otelfo: by Verdi. New production 
by David Freeman, designed by 
Tom Phillips and conducted by 
Paul Daniel/Mark Shanahan. 

David RendaJI sings the title role; 
Sep 22, 25 


LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 

Pavilion 

Tel: 1-213-972 8001 

wwwJaopef3.org 

• Carmen: by BizeL Washington 
Opera production by 
Ann-Margret Pettersson, 
designed by Lennart Mork. The 
conductor is Bertrand de Billy 
and the title role is sung by 
Jennifer Larmore; Sep 22, 25 

• Werther.fiy Massenet. 
Conducted by Emmanuel Joel in 
a co-production with Theatre du 
Capitole Toulouse staged by 
Nicolas Joel and designed by 
Hubert Monloup. The title rote is 
sung by Ramon Vargas: 

Sep 23. 26 


MUNICH 

CONCERTS 
Phfiharmonie Gasteig 
Tel: 49-89-$481 8181 


• Kremerata Musica: conducted 
by Gidon Kremer in Plazzolla’s 
Maria de Buenos Aires; Sep 24 

• Munich Philharmonic 
Orchestra: conducted by Heinrich 
Schiff in works by Beethoven, 
Hindemith and Mahler Sep 22 


NEW YORK 

CONCERTS 

Avery Fisher HaH, Lincoln 
Center 

Tel: 1-212-875 5030 
www.lincolncenter.oig 
New York F»hilharmonlc: Kurt 
Masur conducts Beethoven - 
The Complete Symphonic Cycle. 
Programme II (Sep 22), 
Programme III (Sep 24, 25), 
Programme IV (Sep 26, 28) 

EXHIBITIONS 
Museum of Modem Art 
Tel: 1-212-708 9480' 
wwwjnoma.org 

• Love Forever - Yayoi 
Kusama, 1958-1968: display of 
works by the Japanese artist 
(b.1929), who came to 
prominence in the late 1950s 
while living and working in New 
York. This display Includes 
installations and a film as weH as 
paintings, sculptures, 
photographs and collages; to 
Sep 22 

• Tony Smith (1912-1980): 
Architect, Painter. Sculptor. 
Includes some 50 paintings and 
50 drawings, as well as plans, 
sketches, photographs and 
models of architectural projects; 
to Sep 22 

OPERA 

New York City Opera, New 


York State Theater 

Tel: 1-212-870 5570 
www.nycopera.com 
Partenope: by Handel Directed 
by Francisco Negrin and 
conducted by George Manahan. 
Lisa Saffer sings the title role; 
Sep 22, 26 


PARIS 

DANCE 

Thd&tre des Champs Efysdes 
Tel: 33-1-49525050 

• Cuban National Ballet Swan 
Lake, in a staging by AD da 
Alonso; Sep 22, 25. 26, 27, 28 

• Cuban National Ballet Giselle, 
in a staging by Alicia Alonso; Sep 
23,24 

EXHIBmON 
Mus£e d'Orsay 
Tel: 33-1-4049 4814 
www.Musee-Orsay.fr 
Millet/Van Gogh: display of 85 
works brought together to 
demonstrate the influence of 
Millet on the work of Van Gogh. 
These include paintings, 
drawings and pastels by both 
artists, many of them on loan 
from the Van Gogh Museum in 
Amsterdam; to Jan 3 


SAN FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tel: 1-415-864 3330 
www.sjbpefa.com 
A Streetcar Named Desire: world 
premiere of a new opera by 
Andre Previn, with a libretto by 
Philip Littell based on Tennessee 
Williams' play. The staging is by 


Colin Graham, with designs by 
Michael Yeargan. Andre Previn 
conducts and the cast includes 
includes Rende Fleming; 

Sep 23, 26 


TOKYO 

CONCERTS 
Surttory HaH 
Tel: 81-3-3584 9999 
Etsuko Terada: recital by the 
pianist of works by Beethoven 
and Brahms, with the Japan 
Philharmonic Symphony 
Orchestra conducted by Naoto 
Otomo; Sep 22 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&30: MoneyBne with Lou Dobbs 
13*30: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 







PETER MARTIN 


Why stop there? 

Companies have been closing down corporate headquarters. 
They should go further, and break themselves up 


Sometimes fantasies come 
true. Any manager 
labouring under the 
bureaucratic lash will rejoice 
at the news that Royal 
Dutch/ Shell is to close four 
national head offices, in 
Britain, the Netherlands, 
Prance and Germany. 

This is just an interim 
fantasy, of course: the 
ultimate prize must be the 
abolition of global 
headquarters itself, along 
with its gilded ranks of 
strategists and co-ordinators. 

Surprisingly, front-line 
managers are not alone in 
this daydream. Chief 
executives have it too. Head 
offices - whether of national 
subsidiaries, global lines of 
business, or the company as 
a whole - are repositories of 
received wisdom, ‘'the way 
we do things round here". 

That is why they exist It 
is also why they are the 
enemy of any chief executive 
bent on change. To succeed, 
he must first tackle head-on 
the army of “helpers" who 
enmesh him in an invisible 
web of tactftd restrictions, 
like Gulliver restrained by 
the Lilliputians, he tosses 
restlessly, dreaming of 
escape. 

Powerful but unattainable 
desires call forth their own 
pornography, in this case, 
the peddlers of torrid fantasy 
are Bruce Pasternack and 
Albert Viscio, of Booz-Allen 
& Hamilton, the 
management consultants. In 
a book* earlier this year, 
they hymned the “centreless 
corporation", in which the 
company headquarters was 
replaced by a “global core”. 

In their ideal company. 

“the global core consists of 
little more than the CEO and 
his immediate team”. 
Floating weigbtlessly, 
relocating itself from 
country to country at the 
whim of each new chief 
executive, the tiny global 
core “does only the things 


the businesses themselves 
cannot do”. 

That is, it provides 
strategic leadership, spreads 
knowledge and people; 
creates an identity; ensures 
access to low-cost capital; 
and exerts control over the 
enterprise as a whole. In the 
Pastemack/Viscio view, 
these tasks are overseen by 
a few people in the core, but 
carried out by workers in 
the rest of the company. 

“There is, for example, a 
human resources component 
in the global core, hut it 
deals strictly with high-level 
strategy, leadership 
development and allocation 
of key people, while things 
like payroll and benefits 
administration are carried 
out in business units or in a 
service organisation.” 

There is nothing 
particularly new about the 
idea of a very small bead 
office. Conglomerates based 
on pure financial controls - 
such as Hanson in its glory 
days or more recently the 
companies controlled by 
Kohl berg Kravis Roberts - 
are run by a handful of 
people. Indeed, the 
Lancashire cotton mills. 


which Pasternack and Viscio 
castigate as the originators 
of command-and-control 
management, were models of 
administrative lean-ness. 

The significance of the 
authors’ approach does not 
lie in the novelty of their 
study's recommendations, 
but in the light it casts on 
the deep yearnings of 
big-company bosses - many 
of whom they interviewed as 
part of their research. 

Secretly, the people who 
run the world’s biggest 
business organisations want 
to escape from the rest of us. 
They are organisation men 
who hate the organisation. 
Their ideal world is one in 
which they deal “strictly 
with high-level strategy”, 
leaving the trivial task of 
executing it to others. 

The irony is that their 
principal enemy, the big 
corporate headquarters, is 
itself a reHc of similar 
cravings. Previous 
generations of bosses built 
these big bead offices to 
avoid too much contact with 
day-to-day business realities. 

Now even this bloodless 
hierarchy seems too 
contrary and unmanageable. 



The new fantasy does 
without it altogether, 
controlling the corporation 
by electronic fiat 

If this is indeed the 
attitude of today’s 
big-company bosses, it is 
scarcely surprising that so 
many of than have been 
willing to take a chainsaw to 
the companies they have 
inherited. They are rarely 
willing, however, to take 
such a drastic approach to 
thetr own power. 

The answer is surely a 
more radical one. If a 
company can indeed be run 
by five people in cyberspace, 
the links between its 
constituent parts must be 
very tenuous. In such a case, 
the argument for its 
continued existence as a 
single whole is equally 
vestigial. The company’s 
individual units - its 
operating divisions and 
support services - would 
surely prosper just as much 
as separately run, separately 
quoted businesses. 

This is, in fact, the hot 
topic In Shell's internal 
debates. The decision to 
dose a few national head 
offices scarcely touches on 
this issue. But by calling 
into question how much 
value a few layers of 
intermediate management 
create, it opens the door to 
the much more challenging 
question of value created at 
the centre. 

The future of the big 
centrally managed company 
was first called into question 
in the 1980s; since then, 
years of sustained prosperity 
and stock market 
outperformance have made 
the issue seem, irrelevant. 

But if those golden years for 
giant companies are drawing 
to an end, it will force its 
way back on to the agenda. 
And then tbe abolition of 
group headquarters will no 
longer seem a fantasy. 

*The Cemer1ess Corporation: 
A new model far 
transforming your 
organisation for growth and 

prosperity by Bruce A. 
Pasternack and Albert J. 
Viscio. Simon & Schuster, 

New York, 1998. Quotations 
come from the authors' 
accompanying article in 
Strategy & Business 
quarterly. Q31H98. 

Booz-AUen & Hamilton. New 
York. 

peter.martin6jpT.com. 


FRANCHISING 


BUSINESSES FOR SALE 


Do you just 
want to make 
a living? 



Or build 
a future? 


Print, Copying & D«*lgn Is the life blood of 
every business. 

And as an owner of a Kali Kwik Centre you will have 
Che perfect introduction to ail those businesses. 

So if you haw* £45,000 to invest, the ability to manage 
your own team and enjoy dealing with customers, 
call us for an information pack quoting FT 22 

FREEPHONE 0500 072000 


f&lftfailc 

PRINT COPY OCSIGN 


Engineering Company 

A long established manufacturer of high integrity 
mechanical components for the Aerospace and 
Defence industries is for sale. The owners intend to 
retire. Tbe company is profitable with good cash flow 
and operates from a well equipped Midlands facility. 

• Skilled workforce of 50 

• Freehold factory 

• Excellent gross margin 

■ Good order book 

• Outstanding growth opportunity 

Write to: 

Box B6087, Financial Times, One Southwark 
Bridge, London SE1 9HL 


OFFICE EQUIPMENT 


j PC TELEX ♦ microtelex 

I PC access to th* global Tel ox Notwort 

Why pay high rental cost for an old Telex Terminal ? 
Microtelex will save you money & space ( 

Year 2000 compliant : BT recommended 
Tel : 01494 463800 : Fax : 01494 464760 
E-fiwil; Urtgtn lcro wcriHi toure i il cs.co.uk 

Mg>W»^wwjrtcrol«ch-«toctfonleaja.iilt 


DRINKS DISPENSE EQUIPMENT 
MANUFACTURER AND RETAILER. 

Established in the North of England for approximately 20 
years. Current owners wishing to sell due to retirement.' 
Average gross turnover £l.5m over the last live years. 
Average GP% £250.000 

Repflas in writing to Box B6024, Financial Times, 

One Southwark Bridge, London SE1 9HL 


BUSINESSES WANTED 


Wahteb 


The Business 
Section also 
appears 
today on 
page 15 
in the 
UK edition 


CONTRACTS 
& TENDERS 


NORAUDIT 

CONSULTING 
NEW TECHNOLOGY 
Semiconductor 

MANUFACTURING EQUIPMENT 

The company seeks corporate 
investors to launch the product 
in the international market. 
For more information please 
contact Knur A u hind, panner in 
Noruudit Consulting AS. 

Tel: +47 23 1 1 9257, 
+47900S2532 (mobilel 
e-mail; kmitauJuQd@osJeIia.no 

Moores 

Rowland 


ampartiesm tie seam: 

Sporiswdenlstmmt lafetedproabds 
particularly publishing. etiter prints! or electronic. 
CofteMteProtktis 

mate rapMrf aft* Uef Mb fit 
Ssr nWAMW Mm, 
ONSMttn*M^lariNSB«l 



BUSINESSES 

FOR SALE 


IRELAND, DUBLIN, RecnduninJ 
Consultancy, database 2000. saner to 
middla msfiaflamant, 5 »e retinal, 
mutOnpual. engmwitog & opwatwn*. 
Box B610B. Financial Tunas. One 
SoiAM* Bridge IxndunSEI H 


Wanted 
for Cash 

lUeniarketing / Tdeserskes 
Company with current profits 
in excess of £ I million. 
Principals Only. 

Reply Box Btf 107, Ftaanciaf Tinea, 
One Sombwarfe Bridge. 
London, SEI 9HL 


LETTERS TO THE EDITOR 
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Camdessus should take a lesson in 
the art of market psychology 


From Soroosh ShambayatL 

Sir, What distinguishes 
Alan Greenspan, the Federal 
Reserve chairman, from 
Michel Camdessus, manag- 
ing director of the Interna- 
tional Monetary Fund (FT 
Interview: “Coming out 
fighting”. September 17) is 
an understanding of psycho- 
logy. Mr Camdessus and his 
team at the IMF have repeat- 
edly demonstrated a disre- 
gard not only for market 
psychology but also for the 
political implications of their 
actions. 

The IMF's mission is to 
help countries in times of 
financial distress. To imple- 
ment the IMF programmes 
successfully, governments 
need the popular support of 
their people as well as credi- 
bility in the financial mar- 
kets. Ignoring this, the IMF. 
almost as if deliberately, has 
belittled and embarrassed 
every government to which 


it has extended its financial 
assistance 

Few in Indonesia will for- 
get the image of Mr Cam- 
dessus. arms folded and tow- 
ering over the once-mighty 
Suharto, si gning the IMF 
agreement And who knows 
how much damage the Kiri- 
yenko government suffered, 
both internally and In the 
financial mar kets, when the 
IMF delayed $85Gm of pres- 
etted oJed payment to Russia? 
Later, it disbursed billions 
more but only after It was 
too late. 

This is not to say that the 
IMF should not require 
implementation of strict eco- 
nomic measures- Nor should 
it endorse a government that 
it believes to be corrupt and 
ineffective. 

But disbursing billions of 
dollars while stripping from 
the recipients every bit of 
credibility is shooting your- 
self in the foot. Liquidity 


squeezes are as much about 
perception as about funda- 
mentals. 

Mr Camdessus, as an expe- 
rienced banker, should know 
better than to suggest a 
“short-term debt : freeze 
unless . he deliberately 
wishes to precipitate a few 
defaults. 

Alan Greenspan has 
shown how timely and stra- 
tegically well-placed com- 
mentary can achieve desir- 
able market reactions. Mr 
Camdessus and the IMF 
would do well to follow the 
Greenspan example. Unfor- 
tunately, the recent fiascos 
in emerging markets have 
detracted so much from the 
IMF's own credibility that 
♦bis might be one lesson too 
late. 

Soroosh Shambayati, 

525 East 72nd Street, 

New York, NY10021, 

US 


Clinton’s 
vital role 

From Dr Arme-Carole 
Chamier. 

Sir, The FT has given sage 
coverage to the unhappy pre- 
dicament of President Clin- 
ton. While it is generally 
agreed that to take sexual 
advantage of a subordinate 
constitutes grave moral tur- 
pitude. we all know of 
women who have used sex- 
ual wiles on male superiors 
for self-advancement. It is 
only in today's feminised 
moral culture that the man 
has to take all the blame. 

Earlier sages have 
observed that “man’s love is 
from man’s life a thing 
apart”: and that “to err is 
human; to forgive divine”. 
Others have noted that the 
most human of deceptions 
are the lies we all tell about 
our sexual activities. 

In the context of global 
economic insecurity, it 
seems to me that President 
Clinton's sexual peccadilloes 
are a trivial issue. His vital 
role as head of the world’s 
strongest economy (in which 
he has not been found want- 
ing) should be the overriding 
consideration. 

Anne-Carole Chamier, 
Achandnnie House, 

Ardross, 

By Alness, 

Ross and Cromarty, 

Scotland IV17 OYB. UK 


Scotland: autonomy not 
independence in Europe 


From Mr David Martin. 

Sir, John Lloyd draws the 
wrong European Union con- 
clusion from his piece. “Los- 
ing Scotland” (September 
161. Tbe UK is not about to 
lose Scotland, the EU is 
about to welcome Britain to 
the European mainstream. 

Because of structural and 
wider geopolitical changes, 
tbe centralised nation state, 
as it has traditionally been 
conceived since the Indus- 
trial Revolution, is becoming 
both too small and too large 
to deal effectively and effi- 
ciently with the emerging 
global economy. 

The solution is a gradual 
movement towards Euro- 
pean Union and a Europe of 
the regions. These are not 
contradictory movements 
but different sides of the 
same coin. 

What is happening in the 
UK is that we are now mov- 
ing in the same direction as 
Germany, Spain, Italy, 
FTance. Belgium etc. If we 
look at similar historic 
nations to Scotland in the 
European Union such as 
Catalonia and Bavaria we 
will see that their autono- 
mous status is not leading to 
greater calls for indepen- 
dence. 

That message was con- 
firmed by Antonio Subria i 
Claus, a Catalonian govern- 


ment minister, at a Scottish 
Council Development and 
Industry conference: “Only 
one party went into the very 
first elections In a devolved 
Catalonia with a clear 
agenda for secession. They 
won 14 seats out of a total of 
135. They have since dropped 
from 14 to seven seats.” 

The Catalonian govern- 
ment does not advocate 
“independence in Europe’* 
but greater autonomy wi thin 
Spain and increased influ- 
ence in the European Union. 
That is the Labour govern- 
ment’s policy for Scotland. 

Similarly with the historic 
nation of Bavaria, which has 
many parallels with Scot- 
land. Bavaria, with its cen- 
turies of political unity, is 
regarded as the main cham- 
pion of what is known in the 
European Union as “three- 
level development"; the 
autonomous nation or 
region, the member state 
and the EU. 

That is the model I believe 
the Scottish people will vote 
for. not for the break up of 
the UK. 

David Martin, 

Lothians Constituency, 
vice president of the Euro- 
pean parliament, 

4 Lothian Street 
Dalkeith, 

Midlo thian EB22 IDS, UK 


Land of read 
opportunity 

From Mr Christopher teois: 

Sir, I was disappointed to 
read (“Economic ills deter 
executives”, 24 August} th&i 
UK company managers are . 
losing interest in Japan and 
the European Commission^ 
executive training '.pep; 
gramme, due to Japan's con- 
tinuing problems. Those’ 
problems are very real, -and 
will doubtless lead to lower 
exports to Japan and to less 
Japanese investment in 
Europe in the short term, t 

It should also be recog- 
nised. however, that the Jap- 
anese market is undergoing 
sig nificant changes in many 
areas, and that barriers to 
entry for foreign businesses 
are being lowered signifi- 
cantly. Far from reducing 
opportunities. Japan’s prob- 
lems (and, more particularly, 
its inability to find its own 
solutions to those problems) 
mean more opportunities, 
not less, in the longer tens. 
For many sectors now is a 
better time than ever before 
to be investing in Japan. 

Christopher Lewis, 

Meguro 3-13-5. 

Meguro-ku, 

Tokyo 153-00, Japan 


A peg doomed 
to failure 

From Mr Godfrey Bloom. 

Sir, We ba\ r e now seen 
massive asset deflation in 
the Hong Kong equity and 
property markets, unprece- 
dented unemployment and 
negative equity for house- 
holders. Does this ring any 
bells? Will politicians every- 
where please acknowledge 
the basic economic truth 
that pegging your currency 
to someone else’s is doomed 
to failure In the long run. 

The Hong Kong authori- 
ties seemed set on learning 
the hard way. Gordon 
Brown. Kenneth Clark. 
Michael Heseltine and the 
Financial Times's editorship 
seem hell bent on haring to 
relearn it after only six 
years. The Hong Kong peg 
will have to go eventually as 
surely as economic and mon- 
etary union in Europe will 
fail when the continent 
enters the next recessionary 
cycle. , 

Godfrey Bloom, 

TBO Corporate Benefit 
Consultants. 

Derwent Court, 

Howsham, York, UK 


Number One Southwark Bridge, London SEI 9HL 

Wn Jflsen to encourage Wtws fr.arn readers wwritfwvlft. Letups may ba taxsd to *44 171 -873 5038 (m tat to "fear). sTrtaC: tellers. ecJtcr©it,GCTTj ftjDWnd letters ere 
Oao avals Me on FT wab site. hnp^/WwwJT.com Tmslfflton may be avribbte tor toners written to the man htemstunal tnguages. Fax +44 171-873 5938. Letters 

sn&Jdbe typed and nec hand written 


PERSONAL VIEW OTMAR ISSING 


Open for business 

Criticisms of the European Central Bank for not being accountable are misplaced 


T he European Cen- 
tral Bank (ECB) 
has not even 
started conducting 
monetary policy for the euro 
area, yet it has already come 
under attack for its supposed 
lack of accountability and 
transparency. This is unac- 
ceptable. say the critics, for 
a centra] bank with the kind 
of power and independence 
that the ECB enjoys. 

Such criticisms are unjus- 
tified. Under tbe Maastricht 
treaty, the ECB must pub- 
lish quarterly reports on the 
activities of the European 
System of Central Banks 
(the ECB and national cen- 
tral banks). It must submit 
an annual report on tbe 
monetary policy of both the 
previous and current year to 
the European Parliament, 
the Council and Commission 
and the European Council. 
The European Parliament 
will hold a general debate on 
issues raised and the ECB 
president and executive 
board members win have to 
answer questions put by its 
competent parliamentary 
committees. 

These are among the most 
stringent reporting require- 
ments for any central bank. 
But the ECB will go further, 
pursuing an active policy of 
keeping the public informed 
about its decisions and 
underlying motives. 
Through press conferences, 
speeches and its regular pub- 
lications. tbe ECB will offer 
detailed analyses of the main 
developments on which its 
decisions were based and 
will report on all aspects rel- 
evant to the conduct of mon- 
etary policy in the euro area. 
It will also communicate 
with academics and 
researchers to allow mone- 
tary policy developments to 
be scientifically assessed. 

These repotting commit- 
ments are based on the con- 


viction that accountability is 
an essential complement to 
central bank independence. 
In a democracy, indepen- 
dence cannot be granted 
without a clear and limi ted 
mandate: for the ECB. it is 
to maintain price stability. 
This will be the benchmark 
against which Us actions 
will be judged. It is in the 
ECB’s interest to give an 
account of its monetary pol- 
icy and to explain how it has 
contributed to that aim. 

Given all this, why has 
there been so much criti- 
cism? One aspect that has 
attracted attention is that, 
contrary to tbe practice of 
some central banks, the 
votes of the members of the 
ECB's decision-making body, 
the Governing Council, will 
not be made public. Is this 
really a lack of accountabll- 


roa ki n g process is that the 
discussion within the ECB 
governing council on mone- 
tary policy is as frank as 
possible. This may not be 
tbe case if those involved 
feel they must he circum- 
spect about the way in 
which their opinions are 
reflected in the minutes of 
the Governing Council and 
their potential impact on 
financial markets. Members 
must feel free to change 
their opinions in the course 
of the debate but once a deci- 
sion is taken, they should 
publicly support it. even if 
they had voted against it. 
“Personalisation" of the 
internal debate can only be 
detrimental to the decision- 
making process and public 
perception. What is impor- 
tant is that the main argu- 
ments that have led the ECB 


‘Once a decision is taken 
[members] should publicly 
support it, even if they 
had voted against it’ 


ity, as some contend? 

It should be noted that the 
decision not to make votes 
public was token not by the 
ECB itself but as part of the 
Maastricht treaty, ratified by 
democratically-elected EU 
political bodies. It was a 
decision of politicians, not 
central bankers. The treaty 
specifies that the bank’s 
Governing Council may 
decide to make public the 
outcome of its deliberations, 
but not the voting behaviour 
of its members. 

The real issue is whether 
making the votes known to 
the public effectively con- 
tributes to accountability. 

What is essential for the 
effectiveness of the decision- 


to take a certain policy deci- 
sion are explained to the 
public convincingly. 

With economic and mone- 
tary union the principle of 
“one country - one cur- 
rency" no longer applies: it 
has been replaced by that of 
“one currency - eleven (at 
first) countries”. From the 
beginning of next year, there 
will be a single and indivisi- 
ble monetary policy. Its pri- 
mary objective will be price 
stability in the euro area as 
a whole. National consider- 
ations must not play a role 
with the ECB. even when 
conditions in one country 
differ markedly from the 
“euro area average". 

The governors of the 


national central banks do 
not sit on the ECB Govern- 
ing Council as representa- 
tives of their countries but 
as representatives of the 
institution as a. whole. The 
same is true of the members 
of the Executive Board. This 
is why country size has no 
bearing on the voting power 
of Governing Council mem- 
bers: each has one vote, be 
they presidents Executive 
Board member, or central 
bank governor. 

Malting individual mem- 
ber’s voting behaviour pub- 
lic would encourage undesir- 
able scrutiny of members' 
voting patterns. This, in 
turn, would encourage exter- 
nal pressures on the Council 
members arising from local 
interests. Independence, 
granted by the treaty, would 
be at risk. 

The ECB has to be judged 
on the basis of its overall 
performance. Its credibility 
depends on the transparency 
with which it explains its 
de>dsions. The ECB will be 
challenged bF academics, 
market participants and the 
public at large to provide 
convincing arguments to jus- 
tify its decisions. The ECB is 
conscious of this responsibil- 
ity- It will, from the outset, 
give absolute priority to the 
fulfilment of its obligation to 
be fully accountable to the 
public. 

One should not forget that 
independence was given to 
the ECB because of the con- 
viction - based on over- 
whelming empirical evi- 
dence - that it is an essential 
precondition for price stabil- 
ity. Any attempt to erode the 
substance of the ECB’s inde- 
pendence would clearly run 
contrary to this political 
decision, ratified by all EU 
parliaments. 

The author is a member of 
the ECB's executive board. 
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Tuesday September 22 1998 


Bond yields are sliding fast in industrialised countries. Edward Luce asks whether they signal a 
fall in inflation, a temporary fall in prices or possibly something worse 


The choice 
facing Germany 


T he ghost of deflation Is 
stalking the bond mar- 
kets. With yields on 
European and Japanese 
government bonds falling to their 
lowest levels since the 1930s (and, 
in some cases, to the lowest ever 
recorded), the bond markets are 
clearly signalling a boot of disin- 
flation. They might be signalling 
a brief deflation, and could even 
be warning of something worse. 

Disinflation - that is lower 
inflation - is considered healthy 
by economists. Deflation, or fall- 
ing prices, is sometimes regarded 
as tolerable, as long as it is tem- 
porary and shallow (although 
many economists would warn 
against it even then). This may 
already be affecting Japan. What 
everyone agrees on is the unde- 
sirability of severe and sustained 
deflation - where prices drop by 
10 per cent and remain depressed 
for several years. The last time 
this happened was during the 
great depression in the 1980b. 

Given the mi in western bond 
yields since Russia defaulted on 
its domestic debt last month, 
many economists are wondering 
whether fully fledged deflation 
might now be a real possibility. 
-We are now approaching the 
cusp between disinfla tion, which 
everybody welcomes, and defla- 
tion, which can be quite a differ- 
ent matter," says George Mag- 
nus. chief economist at Warburg 
Dillon Read in London. -If you 
look at western bond yields the 
trend is very clear." 

Many markets other than 
bonds show that disinflation is 
accelerating. Commodity prices 
have fallen to a 20-year low 
according to benchmark indices. 
They will probably drop further 
if Russia, steps up its oil and gas 
production to boost Its dwindling 
dollar earnings (as seems likely). 
The rate of retail price rises In 
the US and Europe continues to 
drop and many wholesale prices 
in the US and Japan have actu- 
ally fallen. This has not yet trig- 
gered an outright fall in average 
retail prices but prices on partic- 
ular Items, notably petrol pump 
prices, foodstuffs imported from 
Asia, and semiconductors have 
fallen sharply. 

Taken in isolation, none of 
these trends amount to a plausi- 
ble threat of deflation. But given 
the dramatic movements in gov- 
ernment bond markets in recent 
weeks, economists are starting to 
link tbem together. 

Bonds are probably the best 
indicator of future price move- 
' meats. Unlike commodity prices, 
they are not affected by varia- 
tions in. say, the harvest Unlike 
equity prices, they do not reflect 
the ups and downs of competition 
within particular industries. 
They are more like a “pure infla- 
tion” instrument and, since hold- 
ers of government bonds want a 
real return, bond yields are 
almost always comfortably 
higher than where inflation is 
expected to be In the near future. 

Even before the Asian financial 
crisis last year, government bond 
yields in western countries were 
already relatively low. Since the 
Russia crisis, they yields have 
fallen with alarming speed. 

During the past 10 days, the 
yield on the 10-year Japanese 
government bonds has plum- 
meted to below 0.7 per cent, the 
lowest bond yield ever recorded. 
In Germany, 10-year government 
debt now yields 3.96 per cent, its 
lowest rate since 190& In the US, 
the yield on 30-year Treasury 
bonds has dropped to just over 5 
per cent - its lowest ever 
(although 30-year Treasury bonds 
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Next Sunday's German election 
may not involve the most radical 
of choices. But it is of fundamen- 
tal importance, for three reasons. 

First, it marks the end of an 
era. Whichever candidate for 
chancellor - Gerhard Schroder 
for the Social Democrats (SPD) or 
Helmut Kohl for the Christian 
Democrats (CDU/CSU) - emerges 
victorious. . this is the last elec- 
tion Mr Kohl will fight The 
beginning of the end of his 
momentous 16-year rule is thus 
at hand. Soon enou g h, a leader 
from the post-war generation - 
with memories and experience 
wholly different from those that 
shaped Mr Kohl - will be in the 
chancellery. 

Second, whoever wins faces 
challenges almost as momentous. 
Germany's capital is about to 
shift eastwards to Berlin, and it 
is about to abandon its post-war 
icon, the D-Mark. Both moves are 
a voyage into the unknown. 

Third, the next chancellor will 
be the leader of Europe at a time 
when Europe badly needs leader- 
ship. In the EU presidency next 
year, Germany will oversee 
important decisions affecting the 
Union's admission of new mem- 
bers from eastern Europe and 
agricultural and institutional 
reform. And with the advent of 
the euro, Europe will be feeling 
its way towards a new interna- 
tional role in a world in economic 
turmoil- The German chancellor 
will need a steady band, a clear 
head and fresh ideas. 

Which of the two candidates 
has this combination? One is 
tempted to say neither. Mr Kohl, 
at least, is a known quantity, and 
a proven statesman. But for all 
his energy on the campaig n trail 
he looks politically tired, and his 
party is squabbling as it 


contemplates the post-Kohl era. 

Mr Schrfider is an enigma. His 
policies are a neo-Blalrlte hare . 
Nobody knows what a coalition 
between the SPD and the Green 
party - among likely outcomes - 
would be like. No one can say 
whether Mr Schrdder and the 
leftwing SPD leader, Oskar 
Lafontaine, would maintain the 
impressive unity they have dis- 
played on the hustings. 

In policy there is little to 
choose. The CDU has moved to 
the left under Mr Kohl, and its 
economic record has been erratic 
at best. The SPD has junked 
much of its leftwing baggage in 
foreign policy, and Mr Schroder - 
once an opponent of the euro - 
now talks instead about making 
monetary union work. The main 
differences concern tax reform 
and welfare. But the CPU’s pro- 
posals would not revolutionise 
German economic performance; 
nor would the SPD bring it grind- 
ing to a halt 

So it bolls down to a choice of 
personalities: the familiar and 
worn versus the new and uncer- 
tain. That is unfortunate, since 
the best candidate for Germany's 
next chancellor is neither, but Mr 
Kohl's anointed successor as 
CDU leader, Wolfgang Schauble. 
He is not only the most able and 
articulate politician on Ger- 
many’s national stage, but aico 
the most popular. 

Mr Kohl ha«; already mada a 
historic contribution to European 
integration, his country and his 
party. He would crown that 
achievement by announcing this 
week that. If elected, he will 
make way for Mr SchSuble in one 
year’s time. It is probably the 
only way bis party can win. It 
would also be the best decision 
for Germany and for Europe. 


Mahat hir ’s grip 


For many years, economic 
prosperity dulled political senti- 
ments in the south-east Asian 
tiger economies. But the cur- 
rency crisis has changed the 
political scene irreversibly. Mal- 
* aysia’s long-serving prime minis- 
ter. Mahathir Mohammed, cannot 
swim against the tide much lon- 
ger. 

As Malaysia's economic situa- 
tion has worsened, Dr Mahathir 
has been frantically tightening 
his grip on power, mindful of the 
forces that removed President 
■ Suharto from office in Indonesia. 

Critics, particularly in the 
media, have been silenced. A 
prominent opposition politician 
was imprisoned on dubious 
charges after criticising the con- 
duct of a court case. The gover- 
nor of the central bank, who 
resigned following the imposition 
of capital controls, was replaced 
by a Mahaiwr ally. All along. Dr. 


Mahathir has benefited from the 
fact that memories of race riots 
in the 1960s have made the 
Malaysians fearful of unrest. - 

Until recently, the strategy was 
succeeding. But his decision to 
sack and subsequently arrest his 
popular and ambitious deputy 
prime minister, Anwar Ibrahim, 
on unproven charges ranging 
from treason to sexual misde- 
meanours, has caused a serious 
backlash. Tens of thousands of 
Malaysians have been protesting 
on the streets, angry not at the 
economic situation, which is not 
nearly as serious as in neighbour- 
ing countries, but at Dr 
Mahathir's increasingly arbitrary 
style of government. 

Now that these forces of oppo- 
sition have been released, they 
will be difficult to contain. What- 
ever the fete of Mr Anwar. Dr 
Mahathir could find his grip on 
power slipping out of his control. 


Last resort 


The International Monetary Fund 
has had only very limited success 
in fi ghting the growing crisis in 
emerging markets. This raises 
the serious question of whether 
the international financial archi- 
tecture. designed for another age, 
can cope with capital movements 
on an unprecedented scale. 

The IMF has taken on the 
responsibility for the- macroeco- 
nomic and financial health of 
emerging market economies. 
This is a role it can perform only 
imperfectly. The present crisis 
bas exposed instabilities to which 
the group of seven leading indus- 
trial countries must respond. 

With President Clinton dis- 
tracted, Tony Blair, UK prime 
minister and current G7 chair- 
man, has taken up the baton 
ahead of this month’s animal 
meetings of the IMF and the 
World Rank, in a speech yester- 
day in New York, Mr Blair called 
for greater transparency in the 
global financial system, improved 
financial supervision and regula- 


shown that countries can. be 
driven to devalue and default by 
a panic among investors. A 
panic, driven by herd behaviour 
rather than economic fundamen- 
tals. can create the very collapse 
that investors fear. 

But the IMF cannot fulfil the 
role of international lender of 
last resort, tt lacks the reserves 
and cannot print money. For it to 
do so would involve the central 
banks of the G7 countries com- 
mitting reserves on an unprece- 
dented scale. These funds would 
have to be. available uncondition- 
ally and almost without limit to 
break runs on a currency. No G7 
government wants to commit 
frinds on such a scale. Few legis- 
latures would permit it 

This being so, the only option 
is to accept there is no lender of 
last resort and reform the finan- 
cial architecture accordingly. 
What is needed is an internation- | 
ally accepted mechanism for 
dealing with rescheduling, 


Bond yields take a dive 
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were only Introduced in the early 
1970s). And in the UK last week, 
the yield on the 10-year gilts 
dipped below 5 per cent for the 
first time since 1957. 

At the same time, the yields on 
other bonds - on both emerging 
market sovereign bonds and 
western corporate bonds - have 
soared to near record levels as 
investors have off-loaded any- 
thing which smacks of risk. The 
average yield on emerging mar- 
ket dollar bonds is now about 23 
per cent according to J P. Mor- 
gan. Last October, they were 
around 9 per cent. Corporate 
bonds have fared little better. All 
but the highest rated companies 
- the likes of General Electric 
and International Business 
Machines - have in effect been 
shut out of the bond markets 
since mid-August 

One sign that these bond move- 
ments might be signalling some- 
thing worse than a fell in infla- 
tion is the relationship between 
bond yields and Interest rates, hi 
the west, government yields have 
fallen to such an extent that, for 
the first time since the early 
1980s, long-term bond yields in 
the UK and the US have fallen 
below short-term interest rates. 
This is the siFcalled “inverted 
yield curve” and is a classic sign 
of impending recession. 

• In ordinary conditions, a reduc- 
tion in long-term rates would 
also sow the seeds of recovery. 
This is because they reduce the 
cost of long-term borrowing rela- 
tive to prices. The average nomi- 
nal yield on 10-year bonds in the 
Industrialised countries of the 
Organisation for Economic 
Co-operation and Development 
has fallen to 4 per cent while the 
forecast for the OECD’s average 
inflation rate in 1999 is 1.4 per 
cent The real yield is thus 2.6 per 
cent This is well below the trend 
rate of a 4 per cent real yield over 


the last 20 years. 

Until recently, whenever the 
nominal bond yield fell (and. by 
implication, the real yield fell as 
well), the stock market rose in 
expectation of higher corporate 
profits. 

In the past two months, how- 
ever, this link has been severed. 
Falls in government bond yields 
in the US. Japan and Europe 
have been accompanied by falls 
in stock market prices. The Dow 
Jones Industrial Average is 20 
per cent below its July peak, for 
example, yet the yield on the 30- 
year Treasury benchmark bond 
has declined by almost half a 
point. The same is broadly the 


‘If there is another 
“ Russia the west 


could be peering into 
the abyss of 
deflation 1 


case in Japan. Germany and else- 
where. Why has the link broken 
down? 

“Investors are frightened of 
taking any sort of risk after what 
has happened in Asia and Rus- 
sia,” says Stephen King, manag- 
ing director of economics at 
HSBC, a leading bank . “This fear 
extends to western stock markets 
because of the possibility that the 
recession in Asia and Russia will 
damage corporate profits in the 
west” 

Investors, in other words, fear 
that the crisis affecting emerging 
markets will also affect growth 
rates in the developed world and 
are thus switching their capital 
into the relative safety of AAA- 
rated government bonds. Panic 
plays a large element in the 


flight to safety. 

“If there is another Russia (he 
west could be peering into the 
abyss of deflation." said Avinash 
Persaud. head of currency 
research at J.P. Morgan. “If, how- 
ever, the US and the Interna- 
tional Monetary' Fund could 
finally put a stop to the crisis 
then government bond yields 
would start to rise again. But it is 
a big ‘if." 

Andrew Bevan. international 
economist at Goldman Sachs, 
predicts that the yield on the 30- 
year US Treasury bond would fall 
below 4 per cent (from its current 
level of about 5.1 per cent) if 
another emerging market govern- 
ment defaulted on its debt. Mr 
Magnus at Warburg Dillon Read 
says the Treasury yield could go 
as low as 3.20 per cent if Brazil or 
another large Latin American - 
economy were forced to devalue 
its currency. One or two econo- 
mists. including Roger Bootle, a 
City economist and author of the 
book. The Death of Inflation. 
believe that deflation is already a 
probability even without another 
Russian-style default. 

Mr Bootle says that with the 
exception of Alan Greenspan, the 
chairman of the US Federal 
Reserve, western central banks 
appear more concerned about the 
threat of inflation than deflation. 
Last week Hans Tietmeyer, presi- 
dent of the Bundesbank, poured 
cold water on suggestions that 
Germany would participate in a 
coordinated reduction of western 
interest rates to stimulate 
demand and restore morale in 
the markets. 

“Core inflation has fallen to 
below 1 per cent in continental 
Europe and yet Europe is well 
into its second year of economic 
growth.” said Mr Bootle. “But 
judging by their recent com- 
ments the Bundesbank and the 
Bank of England are still focused 


on the threat of inflation. They 
are still fighting the last battle." 

The last time prices fell in the 
OECD was In Germany and Swe- 
den in 1986 owing largely to the 
effect that the steep decline in 
world oil prices had on their con- 
sumer price indices. Both econo- 
mies quickly returned to low 
rates of positive inflation. The 
last serious bout of deflation was 
during the 1930s. Barely anyone 
expects a repeat of that. 

What is more plausible, say 
economists, is a temporary dip 
into deflation. Barring a Wall 
Street crash, a fall in prices of 
perhaps 1 per cent for a year 
would be unlikely to be dramatic. 
But. they say, to prevent it from 
becoming a serious threat gov- 
ernments must tackle market 
contagion head-on. This could 
-involve ^coordinated interest rate 
reductions in the US and Europe, 
or larger-scale assistance from 
the International Monetary 
Fund. 

“The panic cannot go on 
forever." said Mr Magnus. “At 
some stage investors will say 
they have had enough of the low 
returns on government bonds 
and reacquire their appetite for 
risk. But first we have to have a 
change in market psychology." 

At the best of times govern- 
ment bond markets watch cen- 
tral bankers' every move. But, 
over the next few weeks, trading 
floors will be more than usually 
focused on the US Federal 
Reserve. The next meeting of its 
monetary committee is on Sep- 
tember 29. the same day that the 
IMF and the World Bank begin 
their joint annual meeting. The 
next 10 days is thus likely to pro- 
vide a strong clue as to whether 
the panic can be quelled. 

“What the markets want is 
leadership,” said Mr Persaud. “If 
we get that then sentiment could 
stabilise very quickly." 
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Rodeo rider gets 
back in the saddle 


Lockheed Martin’s plan to buy 
Comsat may get a bumpy ride in 
Washington, but any turbulence 
shouldn't worry Vance Coffman, 
who took over from Norman 
Augustine as boss of the defence 
giant last year. 

Augustine first saw his 
successor on the back of a 
bucking bronco in a rodeo at 
Conquistadores del Cieto. the 
aerospace Industry's annual orgy ■ 
of fun, games and 
self-congratulation in Wyoming. 
His daredevil technique didn't 
stop him taking a tumble over 
Lockheed’s blocked plan to 
merge with Northrop Grumman, 
but the farm boy from Wmthrop, 


1 sid is famed for her 
parsimonious distribution of 
personal details. 

Alewine has turned Comsat 
round from an unfocused ragbag 
in her two years in the chair, 
sefling off the Denver Nuggets 
basketball team, the Colorado 
Avalanche hockey team, a film 
studio and lots of other assets 
just as relevant to a satellite 
company. 

Quite an achievement But as 
with Coffman, not a mention In 
American Who's Who. 


Not surprising really - he called 
on his boss Geza Jeszenszky to 
resign as foreign minister. 

Zwack believes his record in 
business will give the SZDSZ a 
bit of corporate cred. He also 
wants to smooth out some of the 
petty bickering that bedevils 
Hungarian politics. 

But he's unlikely to play much 
of a role in furthering 
US-Hungarian relations. 
Budapest’s new man in 
Washington Is a certain Geza 
Jeszenszky. 


possible impact on regional 
ecology. Schroder will have to 
tread a little more carefully with 
the German Greens than he has 
with his fraternal Dutch ally. 


Loss leaders 


Act of faith 


Dam nuisance 


from emerging market countries 
themselves. 

AH of this is sensible, but it is 
not enough. Mr Blair appeared to 
hint at this in saying that funda- 
mental reform was needed, not 
just technical changes. Most 
important, be set a deadline of 
one year for the work to be done. 

There are three, broad choices. 
First, tinkering, with the present 
institutions. Second, reform to 
make the IMF a true lender of 
last resort. Third, acceptance 
that the IMF can never be a true 
lender of last resort and that a 
new approach Is needed. 

Muddling through is not an 
attractive option.' The crisis has 


Coffman bought his first horse 
when he was nine for Si 25. 
earned from ploughing a 


financial supervision and regula- default and bankruptcy. The IMF marge with Northrop Grummi 
tion. and greater accountability would give up its role as fireman, but the farm boy from Winthr 
and openness from the Washing- and take on a new role as police- Iowa, knows you have to get 
ton insti tutions, with more input man. right hack on the horse and try 

from emerging market countries Thus, for countries which again. 
them selves. opted for free capital inflows, it Coffman bought his first he 

AH of this is sensible, but it is would set standards for and mem- when he was nine for SI 25. 
not enough. Mr Blair appeared to itor their banking systems and earned from ploughing a 
lint at this in saying that fiinda- fiscal and monetary pdhdes. Hie neighbour's field in between 
mental reform was needed, not standards of fiscal, financial and milking the family cows. The 
just technical changes. Most monetary virtue required to with- Midwest work ethic helped hi 
important, be set a deadline of stand pressure can be extraordi- canter through Lockheed, 
one year for the work to be done, narily high: in east Asia only winning a reputation for 
There are three broad choices. Singapore and Taiwan have delivering projects an time: 
First, tinkering, with the present remained relatively unscathed, something of a rarity in US 
institutions. Second, reform to Countries with less sound bank- defence contracting, 
make the IMF a true lender of ing systems and looser macroeco- AH those years hammering 
last resort. Third, acceptance nomic policies would be well the finer points of iop-secret 
that the IMF can never be a true advised to adopt temporary limits hardware gives him somethin 
lender of last resort and that a on debt-creating capital inflows, common with Comsat boss E 
new approach is needed. It would be better for the IMF not Alawfoa Lika Cof&nan, she’s 

Muddling through is not an to pretend it can bail out coun- been aramd sensitive project 
attractive ODtion. The crisis has tries than to do so inadequately, long enough to give little awa 


Midwest work ethic helped him 
canter through Lockheed, 
winning a reputation for 
delivering projects cm time: 
something of a rarity m US 
defence contracting. 

AH those years hammering out 
the finer points of top-secret 
hardware gives him something in 
common with Comsat boss Betty 
AJewine. Lika Cof&nan, she’s 
been around sensitive projects 
long enough to give little away. 


Hungarian businessman-politician 
Peter Zwack seems to be 
jumping on to a sinking ship. An 
independent MP in the last 
parliament, he is joining the Free 
Democrat party (SZDSZ), which 
was founded by anti-communist 
activists of the 1970s and 1980s. 

The SZDSZ’s heyday came in 
the early 1990s, when it was the 
main opposition party after the 
first democratic elections, but it 
has withered away since then 
and its poll support is running at 
about 3 percent 

Zwack fled the postwar 
communist regime, but retimed 
from the US n 1987 to 
repurchase Ns family's former 
distillery company at time when 
capitalism was still a word not to 
be mentioned in Hungary. 

The first democratic 
government mate him 
ambassador to Washington in 
1990, but he lasted barely a year. 


Gerhard Schroder may have 
charmed the socks off Germany 
voters, but the Soda! Democrat 
candidate trying to unseat 
Helmut Kohl as chancellor this 
weekend isn’t making a good 
impression in the Netherlands. 

Jan Prank, the Dutch 
environment minister and fellow 
social democrat stalwart, is 
unhappy with the telegenic 
Schrader for laying the 
foundations for a dam that The 
Hague has not yet approved. 

A peeved Pronk has written to 
Schroder in hte rote as premier of 
Lower Saxony, pointing out that 
the tortuous Dutch consultation 
process on the dam - on the 
river Ems, which forms part of 
the border between the countries 
- still has a month to run. 

While rt may not open the 
floodgates to anything more 
serious, environmental groups 
are worried about the dam’s 


Life is getting tough in Greece's 
dealing rooms. Last year the 
treasury bosses of local banks 
held on to their jobs even after 
taking hits amounting to billions 
of drachmas when the Asian 
crisis struck. Now, after a run of 
comparatively small losses, 
heads are rolling. 

Alpha Credit Bank, the biggest 
private bank, has seen off its 
treasurer. Panayiotis 
Panayiotopoulos, along with his 
deputy and has called in Peter 
Swinden, a big hitter at Alpha 
Credit’s London operation, to 
dean things up. 

Over at National Bank of 
Greece, the biggest state outfit, 
treasury operations have also 
had a shake-out. The new man is 
Petros Christodoulou, an 
emerging markets whizz from 
J.P. Morgan, who gets the new 
post of group treasurer. Mihaiis 
Antoniades, the dealing room 
boss for more years than anyone 
can remember, has been given 
the grand-sounding title of 
intemational operations chief. 

Market watchers are keen to 
see whether the new talent can 
challenge Harris Makkas, 
treasurer at Bank of America's 
Athens operation and currently 
the Greek market's top gun. 


Germany's Foreign Trade 
Germany may be ahead of 
Great Britain in some 
respects, such as toe 
manufacture of sausages and 
Imperial speeches, but she is 
certainty not level with us in 
toe matter of commercial 
statistics. 

The detailed report of toe 
foreign trade of toe Fatherland 
for last year is only just to 
hand, but late as it is, 
it is very welcome, as 
Germany is now recognised as 
our most dangerous 
commercial rival in many 
markets abroad. 

The Government statistics 
now published are, in some 
respects, reassuring, as 
they show that German 
trade has not made much 
progress in the past 
year. 


50 years ago 


Strike Call In France 
Paris, Sept 21. The Queuille 
Cabinet held a special meeting 
on wages and prices this 
morning while toe three 
big federations of trade 
unions swung Into line with a 
call for a two-hour general 
strike on Friday to protest 
against the Government 
financial plans. Rumours of the 
Cabinet resigning were rife, 
but one Minister said there 
was "no disagreement on any 
subject". 
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Shifty fifty 


What about a new club - the shifty fUty - 
for delinquent blue chips in the FTSE 
Eurotop 300 that have lost 50 per cent of 
their value in the last 50 trading days? 
With five members already and another 16 
companies that are down more than 40 
per cent knocking on the door, maintain. 
ing the club's air of exclusivity may be 
difficult. However, for bewildered momen- 
tum investors struggling to find strongly 
rising stocks to push higher, the shifties 
could provide another set of tails to chase, 
albeit now in the opposite direction- 

philips' and Alcatel's recent leap Into 
.the club serves notice on believers in con- 
tinental recovery stories that, without the 
fair economic winds of 1997, stellar earn- 
ings growth will be hard to achieve. Both 
were companies where market expecta- 
tions had flown ahead of reality. It is 
noteworthy that neither has actually 
warned of a loss for 1998 and maybe not 
even a fall tn profits. In Philips' case, it is 
just that earnings will he flat compared 
with 1997 while in Alcatel's they will rise 
less than market expectations. 

The other three current shifties are 
Banco Bilbao Vizcaya (banking). Imperial 
Chemical Industries (chemicals) and Gam- 
bro (medical technology). Most of the 16 
candidate members are also either banks 
or cyclical manufacturers. The banks 
have been hit by the financial fallout in 
emerging markets while the cyclicals are 
exposed to the real economic fallout Nifty 
fifty, eat your hat 

Hedge funds/IMF 

Footloose, leveraged capital can be an 
exacting taskmaster. It is no wonder there 
is a vociferous community clamouring to 
clip the wings of hedge funds, the high 
priests of speculation. Now Tony Blair has 
added his voice to those suggesting their 
activities deserve greater scrutiny. But is 
this not simply a case of beating the mes- 
senger? 

Yes and no. True, speculators succeed 
only when there are underlying policy 
weaknesses to exploit. But there is also 
reasonable concern, most recently in 
Hong Kong, that hedge fund activities 
damage the integrity of markets. This 
deserves further attention from the Inter- 
national Monetary Fund and/or Group of 
Seven leading industrial nations. A large 
position disclosure requirement across all 




PhIBps Electronics 

Sham price rebased (Jrf 13 1996=100. 50 trading days) 



works like PanAmSat and Globalstar, and 
the likes oC AT&T and. WorldCom with 
their fibre optic cables . Second, Lockheed, 
which builds satellites, will perforce start 
competing with its customers. Fora com- < 
pany with Comsat’s spotty record, nearly 
five times revenues looks a stop price. 1 
At least Lockheed is laying off same 
financial risk. It will finance the deal by 
selling some passive equity stakes - 
though its tfaning is hardly exquisite; 
it plans to float off the enlarged Comsat 
again a Tew years from now, hoping no 
doubt for a juicy rating. But once again, 
Lockheed is at the mercy of the regula- 
tors. Until the law changes next year, it is 
not even allowed to own more than 49 per 
cent of Comsat 


markets, for example, would bolster trans- 
parency. This would also apply to invest- 
ment hanks whose proprietary trading 
desks act like hedge funds. Indeed, if the 
IMF/G7 want to curt' volatility, they could 
make proprietary trading more expensive 
- by forcing hanks to hold more capital 
against such activities. 

A quiet Vile behind a wall of capital 
controls is, of course, an option. But the 
price - access to international capital 
markets only on penal terms - is a heavy 
one. Penalising only short-term flows 
through reserve requirements would be a 
possible halfway house. But what govern- 
ments really should he watching is not 
speculative flows but short-term lending. 
Excess leverage is a bigger problem than 
hedge funds. 

Lockheed/Comsat 

Coming to a kiosk near you: the Lock- 
heed Martin phone. Well, not quite. But 
the military contractor's S2.7bn offer for 
satellite operator Comsat is its attempt to 
get serious in telecommunications. Hie 
bit Lockheed is keen on - running global 
voice and data networks for corporates - 
is a SSQbn market, growing at a rapid 25 
per cent a year. And with further defence 
consolidation apparently ruled out after 
the blocked Northrop takeover, Lockheed 
is perhaps right to be diversifying into 
growth markets. But is this the right one? 

Every telecoms company in the world is 
trying to win high-end corporate network- 
ing business. Comsat is already losing 
market share, both to rival satellite net- 


Less than six months ago. EMI was 
holding out for TDQp a share to recom- 
mend a bid from Canada's Seagram. With 
the stock down at 335p after yesterday's 
profit warning, shareholders must be 
wishing Sir Colin Southgate, EMTs chair- 
man, had not attempted to strike such a 
hard bargain. 

Of course, Sir Cohn was not to know 
that the stock market bubble would he 
punctured, or how badly demand for 
recorded music would slump. But even 
.then the Asian storm clouds were gather- 
ing. And not all EMTs woes can be 
blamed on emerging markets. A poor 
release schedule is also the culprit Hie 
real disappointment is that sales in conti- 
nental Europe, whose economy is picking 
up, are also suffering. Matters are made 
even worse by the fact that margins have 
shrunk from 14’A per cent to 12V1 per cent 
because EMI has had fewer high-margin 
hits while selling more low-margin compi- 
lation albums. 

The big question is whether this disap- 
pointing performance just Illustrates the 
hit-driven nature of the music business - 
in which case, it may bounce back - or 
reflects the management turmoil that 
swept through the group earlier this year. 
It is hard to pinpoint any connection, but 
. there Is a sneaky suspicion that top man- 
agement took its eye off balL Certainly, 
Sir Cohn needs to restore credibility with 
investors: yesterday’s hammering of the 
shares shows they are not giving him the 
benefit of the doubt 
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Europe today 

High pressure ova- the North Sea 
and much ol Europe win bring fine 
conditions, with log giving way to 
sunshine m most areas in the 
afternoon. Southern Scandinavia 
will be fine with sunny spells, but 
north-western Norway win be 
windy with ram. Finland will be 
cloudy, especially m the east 
where light rain is passible. The 
Aegean, Turkey and southern 
Spam wffl have thunderstorms, but 
the rest of the Mediterranean win 
remain warm and sunny. 

Five-day forecast 

High pressure will drift eastwards 
across Scandinavia and central 
Europe, bringing fine, settled and 
dry conditions to many areas for 
much of the week. Finland will 
remain cod and showery. The 
Mediterranean will continue 
thundery, and the far west of 
Europe wifi become increasingly 
unsettled towards the weekend. 
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UK association wiMptead -that Brussels is misusing its powers 


fePav tiBlack weg and John WBmaa 

UK ' tobacco companies an=K to 
mount a legal ' challenge to the 
European., Union ban -on. tohact» 
advertising. •■■■.■ 

‘The Tobacco Manufacturers’ \ 
Association will- today annquhee 
plans to appeal to the European 
Court against the measure; phaafog ; 
but almost al) tobacco- adv^tiamgr; 
had spotteorehipbetyr^te2pfliteid 
2006. -The; hah' was - approved; -kfctf 
December By II of the 15 EU ceun : \ 
tries; toe; narrowest -juargia 'possh 
big; Tinder qualified majority roles. ' 
Geriruu^?,-. which, opposed ■ the ; 
ban, has already saidit intends' to' 
challenge it, arguing Brusaefe is 
overstepping its legal powers'.; How-; 
ever, action, oir lodging an appeal 
has-been deferred until after next 
weekend’s German general 'elec- 
tion. .. ' •• ■ 

- Under the newlaw, ednema^and 
billboard advertising "wili’be ban-, 
ned- after fhree. years: 'Net^pqler. 
advertisements wlH end a" year 
lata;, and. most sponsorsUpi Includ- 
ing sports . and arts events, a'year 


’ after tha^ 5pWor^hip of world 
events, oominated. by . member 
states can' cohttnde; for. another 
three yeare.'/- \ 

• .The 4hxee . full . members of the 
; Tobaccir Maniifacturers'' Associa- 
! tion^re, GaH^her.' Imperial Tobacco 
: -and RoihrtKuiif- It h^ four, assact- 
ate.meihberflVBrilish' American 

. i^Gw,; ; gh!liUft JWot^s;, ft-J- Reyn- 
; 6ldLsL r ^t^^J^sa^.^Dkbaccpj Company,' 
f -wbi A'treajs, ftiajteh^ster. Tobacco, 

, 7 ?^"agSQCiaMjonf heireve? tte ban 
.^viptates Jeveri^^pic&^l^of.’Eu^ 
measure 

". pretentfifigr to hC'WfitemonisatiDn, 


argv® ^tthe&dvert^ingh^ 
■fro thing to do »itii; : 'hfiirmonisatiOTi 
7 shice'. tplfflccai' l n^%ttogjitS®'-iot . 
- cn^; bordhra’ to ffie^EU. Wp \ 
t : The! , association; mB ; also, .argud ? 
’that the UK’s voluntary lagreetnent 
on marketing : atHi ! aiiverti^ijg. bay 
^provided ja;^uptesafiiPj!rm^OTV 
.tor . cilrtiing -^ekYng-.anwn^ 
yom^erper^lfi. Itfoafemsdjould 
i^onitohe ahd.thattbeiBrossefeban' 
;ie"i misuse if its'fldwMS. Ttte Ger- ; 


man -government vdll take a siml- - 
lar approach in its appeal. In June 
the economics ministry said a : 
tobacco advertising ban was a 
health protection measure and ^ 
should remain the responsibility ;of 
individual member states. 

• ft added that controls on adver- - 
rising would violate the principle . 
of freedom of expression as weU as 
endangering as many as 23,000 jobs 
in the .'-tobacco and 'advertising- 
' industry. The. effect on branded 
products would amount to an - • 
infringement "of property rigid 8 - 
Bonn officials also argued it' .Was- 
-unclear whether an advertising 
ban was an "appropriate measure ■ : 
for reducing tobacco amsumptiod. 
/.and; It -was inconsistent ■ to take. ^ 
steh; steps 'when the EU continued • 

, -to sttteidise - -'tobacco farming' in - 
Greece iand elsewhere. 

decision 6? the UK roannfe'e- ' ; r 
.hieeto to launch an appeal is likely - 
;l\(f controvert' over a mea- ’- 

,'iBitre that': opinion polls show eom- 
/..mands vrtde^readjsupport . 

Cancer Society adiwfising, Page p 


Russia nevis^s^ ^ 
to win back fcnreigii c 


By Jnlw Thorrtiffl and Arkady OstravAy - J 
in Moscow- / ■ . *: 

Mikhail Zadoniov, Russia's acting-.-' 
finance minister,- yesterday agreed to , 
revise- plans to restructure the frttaeh 
domestic debt market in a tpd to- 
regain the confidence of : foreign 
investors. . . . 

The plans .will -be discussed at a 
meeting in Moscqw tomorrow’ 
between dfficals and' foreign invest 
tors where both sides will exchange . 
ideas bn how best to overtoiul the'. 
$40bn. government debt market . .'1 

The government's previous: pro-- 
posals incensed foreign Investors', 
who claimed domestic' banks were 
receiving preferential treatment as 
they could swap their debt into more 
valuable government paper. 

One senior western hanker pre-. 
dieted the government’s willingness 
to' talk would ~ at least temporarily 
- forestall moves to seize Russian 
assets overseas. “At the moment, the 
banks are keen to establish, a dia- 


logtiewi'th theg6Venimeni a hesaid. 
“They hope -they 1 might, get. more 

mtmpy\ongK^eim.r 

However,, fetes grew that the Rusr 
. siaa govenunent- would inqeasingiy 
/resort to 'a lai^scal^ printing of 
money after, a hitt was presented tq 
theDumaC the lower house Ofparlia- -. 
meat;' threatening tp reduce the .cen-. 

: tral-bahk's ihd^raidence. •• »"’■ ' '/• 
:• \The- law would .override legislation 
hiring the central hank from print- 
: ing:.mpney to' cpi[er the goverm 
ment’s' bndget deficiL The central 
; bank mealed it 'had already printed 
Rhsibn ($T39m) c to help free up the 
paralysed banking sector, and issued 
additional short term credits. 

- Yaroslav Lfsovollk, an indepen- 
dent economist. Said Russia faced a 
hard choice between printing money 
to pay off government debt and 
inflicting hafsh terms on -investors. 
But, he said,' a monetary emission 
would be worst when, confidence to 
this rouble had collapsed. 

This is a straight road to inflation 


and. a reversal of all' the achieve- 
ments- which have been made with 
such effort to the past few years: 
Russia needs hard decisions today 
not:a populist one,’' he said. 

Mr Zadornov/ a Hbefal economist, 
said it was '"impossible" to 'ayoid 
some monetary emission in the cur- 
rent -cfrcumstances but voiced- his 
strong. opposition to a further loos- 
ening of- monetary policy. 

. T jjo' hot regard emission- as a 
.means of solving our problems. 
.Therefore I still hold that: it is bur 
task to have a balanced budget in 
1999," he said. 

His comments highlight the ten- 
sions over the future course of eco- 
nomic policy. Victor Gerashchenko, 
the newly reappointed head uf the 
central bank, has been pressing 
strongly for a “controlled emission”. 

But Yevgeny Primakov, prime 
minister, has not yet confirmed Mr 
Zadornov will remain in his Job. 


HI food aid plans, Page 4 
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Hamischfeger abandons sale 
of papermaking machinery arm 

Hamischfeger Industries, the US maker of 
mining and papermaking equipment, abandoned 
plans to sett its Bekrit papermaking machinery 
arm after It failed to receive a satisfactory offer. 
It blamed global financial turmoil for buyers' 
reluctance to offer a "fair 1 price. Rage 20 

Pakistan investors eye UN meeting 

The meeting at the UN 
this week between 
Nawaz Sharif, Pakis- 
tan’s prime minister 
(left), and Bill Clinton, 
the US president, will 
be watched with 

unusual interest by 

Investors In Karachi's 
equity market For 
Pakistan's battered 
economy, any thaw in 
US relations could be 
the most important event since India's nuclear 
tests in May, which prompted Pakistan to con- 
duct tests. Emerging Market Focus, Page 38 

Greece to issue ‘privatisation 1 bonds 

The Greek government is to raise at least El bn 
through a bond Issue that can be exchanged for 
shares in companies targeted for privatisation in 

its efforts to make tangible Its commitment to 
qualifying for European monetary and economic 
union by 2001. Page 26; Observer, Page 17 

Investors flee Japanese steel sector 

A grouping in the Japanese steel industry, reek- 
ing after poor results this month, has said steel- 
makers may cut exports to the US, the only 
market keeping the industry afloat recently. Not 
surprisingly, investors are fleeing the sector, 
sending share prices to new lows. Page 22 

Chairman of Alcatel loses credibility 

Until last week, Serge 
Tchuruk (left), chairman 
of France's Alcatel, one 
of Europe’s biggest 
telecoms groups, 
seemed secure in his 
status among the eSte 
of French managers. 

But on Thursday, fol- 
lowing an unexpected 
profits warning, Mr 
Tchuruk's halo slipped. 
The credibility he had 
painstakingly buflt over more than three years 
with Alcatel took a severe buffeting in one 
stormy session of the Paris bourse. Page 21 

FT to print interest rate swaps data 

The FT today starts publishing dally data on 
interest rate swaps, an over-the-counter market 
that has become important as an Indicator of 
investor sentiment towards fixed kicome securi- 
ties. Many bankers say pricing is more efficient 
in the swaps market than in fire government 
bond market Details, Page 26; Table. Page 25 
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CHANNEL TUNNEL OPERAT OR REPORTS SHARP INCREASE JN OPERATING PROFITS AS SHUTTLES CARRY82% MORE CARS 

Rise in traffic boosts Eurotunnel 


By Chafes Batchelor 
in London 


Buoyant traffic levels and 
tight controls on costs enabled 
Eurotunnel, operator of the 
Channel tunnel, to achieve a 
sharp increase in operating 
profits in the first half of 1998. 

Aflding In interest savings 
achieved by the financial 
restructuring agreed last year 
allowed it to achieve its first 
pre-tax profit, hot this effect 
will not be repeated in future 
years, the company said. 

Operating profit rose to 
£46m from gfinr in fhp same 
1997 half; on turnover which 


increased 23 per cent to 52279m. 
The underlying net loss, after 
interest charges, was cut to 
£l30m from £323m as a result 
of the flnanrini restructuring. 

Backdating the financial 
res tructuri ng to October 1996 
released £273m worth of inter- 
est already paid and allowed 
Eurotunnel to report a net 
profit in the first half of £143m. 

Patrick Ponsolle, executive 
nhairman , said the company's 
recovery was going at a faster 
pace than envisaged in last 
year’s refinancing prospectus. 
Interest cover of 59 per cent 
was higher than the 56 per 
cent expected for the year end. 


“These results and the 
increase in traffic in July and 
August give us confidence that 
our operating profit for tbe 
whole of 1998 should be at 
least in line with our target 
and is likely to be higher for 
the second consecutive year," 
he said. 

Analysts said that while 
Eurotunnel had performed 
slightly better than expected it 
was still several years away 
from making regular pre-tax 
profits or paying a dividend. 
“IfB a bit early to get the flags 
out.” said Richard Hannah of 
BT Alex Brown. “The refinanc- 
ing prospectus sketches a 
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Fortress Europe begins, to 
succumb to global onslaught 

Corporate profit expectations come under pressure as forecasts 
of economic growth are revised down, reports Philip Coggan 


C risis? What crisis? For a 
while, Europeans were 
sounding pretty smug 
about the problems in emerge 
mg markets, arguing that the 
Continent was set for a period 
of economic growth, low inter- 
est ra te s and improved corpo- 
rate profits on the back of 
restructuring. 

But the last few weeks have 
put a a dent in the complacent 
European facade. Corporate 
profit expectations are clearly 
coming under pressure, as 
investors begin to realise that 
Europe cannot be immune to 
events sweeping the rest of the 
world. 

Warnings from Alcatel, the 
French telecoms group. Royal 
Dutch/Shell, the AngLo-Dutch 
oil giant and yesterday from 
Philips, the Dutch electronics 
company have hammered 
home the dangers. 

Forecasts of corporate earn- 
ings compiled by analysts 
looking at individual compa- 
nies - compiled on a “bottom 
up" tends - have been slow to 
adjust. EBES, the information 
company, shows that profits in 
both Germany and France 
over the next 12 months are 
expected to grow 18 per cent. 

But the "fop down" strate- 
gists who base forecasts on 
economic fundamentals have 
rapidly been revising down 
warning s estimates. BT Alex 
Brown is looking for 5-8 per 
cent earnings growth in 1999; 

P. Morgan for 6 per cent; 
Salomon Smith Barney for 8 


per cent; and Credit Suisse 
First Boston for 10 J per cent 

A key reason for a reduction 
in those earnings forecasts has 
been a lowering of expecta- 
tions for European economic 
growth. "In Germany and 
France we now expect gross 
domestic product to rise by 
1.5-2 per cent next year, 
against general expectations of 
2.75-3 p«r cent” says Ian Har- 
nett director of European 
strategy at BT Alex Brown. 

That lower economic 
growth, of course, owes a lot to 
the downturn in emerging 
markets. Although Asia only 
makes up 86 per cent of Euro- 
pean exports, the effect of its 
economic slowdown is also 
having an impact in third mar- 
kets - where European compa- 
nies are facing competition 
from companies operating 
with devalued currencies. 

According to Mr Harnett, 
European corporate earnings 
have a highly geared relation- 
ship with growth. "As eco- 
nomic growth heads towards 2 
per cent, earnings growth falls 
to 05 per cent, but if econ o mic 
growth is zero, earnings will 
fall by 20 per cent.” 

One problem may be that 
economic prospects for Europe 
looked so rosy a few months 
ago. Managers may have 
become over confident. "A lot 
of corporates are g oin g to be 
caught out because they have 
built up capacity in anticipa- 
tion of strong demand," says 
Gary Dugan, European strate- 


gist at J.P. Morgan. "What 
worries me about corporate 
profits is people's expectations 
of margins." 

Another factor has turned 
against European corporates. 
The weakness of European 
currencies had given European 
businesses a steady helping 
hand almost from the start of 
the equity bull run in 1995. But 
from late August this year, the 
dollar seems to have turned 
tail , drooping 12 pfennigs in 
just three weeks. That makes 
exporting even harder for 
European companies. 

The immediate Impact of 
this shift has borne down on 
European companies operating 
in internationally traded sec- 
tors. such as electronics and 
industrials. Since the world 
stock markets peaked in mid- 
July. the cyclical sectors of 
chemicals, steels and engineer- 
ing have been worst hit 

But judging by the gap 
between the “top down” and 
“bottom up" forecasts, there is 
a lot more disappointment to 
come. Low Interest rates and 
bond yields will continue to be 
supportive for the European 
corporate sector. But with the 
international economic and 
currency winds unfavourable, 
the next few months will put 
the European discovery of 
"shareholder value” to the 
test Restructuring may be the 
only way for some companies 
to keep profits moving ahead. 
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Lockheed’s $2.7bn purchase of 
Comsat set to face regulators 


By ffletert Waters In Haw Yortc 

Lockheed Martin has set itself 
cm course to lock horns with 
US regulators again by 
announcing an agreement to 
buy Comsat, a satellite tele- 
communications company, for 
$2-7bn- 

The US defence and aero- 
space group ran foul of anti- 
trust authorities last year 
when its intended acquisition 
of rival Northrop-Grumman 
was ruled unacceptable. 

Lockheed yesterday put 
itself in Hne for another round 
of scrutiny with its plan to buy 
what was once America’s 
monopoly supplier of interna- 
tional satellite telecommunicar 
tkm. 


The deal will only be possi- 
ble if Congress relaxes a legis- 
lative restriction limiting any 
single shareholding in Comsat 
to 49 per cent 

Lockheed’s other interests in 
the satellite communications 
business - including a stake is 
Iridium, a start-up global wire- 
less carrier - could complicate 
the merger, though the com- 
pany said it would sell some of 
Its equity holdings to help 
finance the Comsat purchase. 

After the announcement, 
Comsat’s shares traded at a 25 
per emit discount to tbe value 
implied by Lockheed’s bid, an 
indication of the stock mar- 
ket's doubts that tbe deal 
would be completed quickly. 

The move is tbe first signifi- 


cant step since Lockheed 
revealed its ambition to break 
into the telecoms business. It 
said yesterday that a division 
formed to manage its telecoms 
interests, known as Lockheed 
Martin Global Telecommunica- 
tions, was likely to have its 
own stock market listing. 

Through Comsat, Lockheed 
would acquire an 18 per cent 
stake in Intelsat, an interna- 
tional consortium that owns a 
global satellite system, and a 
minority stake in Inmarsat, a 
mobile system. Both are set for 
privatisation and have lost 
their dominant positions in 
space communications. 

Obsenmr, Page 17 
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requirement for 10 years of 
strong growth." 

Eurotunnel’s passenger shut- 
tles carried 151m cars in the 
first half of 1998, an increase of 
82 per cent while tbe freight 
shuttles carried 341,000 trucks, 
a sharp rise on last year when 
services were restricted by the 
tunnel fire. In July-August 
cars rose 31 per cent to 671,000 
compared with last year while 
trucks rose 67 per cent to 
112,700. 

Tbe number of passengers 
carried on tbe high speed 
Eurostar service rose 13 per 
cent to 3.06m in the first half 
while tbe amount of rail 


freight carried rose 16 per cent 
to L64m tonnes. 

Eurotunnel is working dp 
plans to expand duty-paid 
retailing at its French and 
British terminals to make up 
for the abolition of duty-free 
sales next June. Retailing con- 
tributed £79m to turnover in 
the first half. 

Following last year's 
restructuring of Eurotunnel’s 
£8.5bn of junior debt it has 
reached agreement with its 
agent banks on £400m of 
senior debt. They will recom- 
mend a reorganisation which 
will save £5m in a full year to 
the KaTTfri o g consortium. 


EMI shares fall 
sharply after 
profits warning 


By Aflca Rawsfhun In London 


EMI, one of the world’s largest 
music companies, saw its 
shares fall Sip to 335p yester- 
day after warning interim 
operating profits would be 20 
per cent lower than in the first 
half of last year. 

It follows a grim period in 
which EML a longstanding 
takeover target, has been hit 
by boardroom rows, abortive 
bid talks with Seagram of Can- 
ada. and last week’s late with- 
drawal from the bidding for 
PolyGram’s film business. 

Sir Colin Southgate, chair- 
man, blamed the decline on 
EMTs release schedule, which 
he described as weaker than 
last year’s, and on what he 
called "terrible trading". 

But he reiterated that EMI 
was looking for other acquisi- 
tions in areas with higher 
growth potential than the slug- 
gish music market "Well look 
at every opportunity that 
comes up," he added. 

Sir Colin, who took over the 
chairmanship of the Royal 
Opera House in January, 
intends to step up his search 
for a successor at EMI "over 
the next few months". 

Analysts have speculated 
that EMI may appoint a group 
chief executive to work along- 
side Sir Colin before taking 
over the chairmanship. 1 plan 
to stay around for the next few 
years," said Sir Colin. 

EMI is poised for a second 
successive year of declining 
profits. It suffered a fall in 
profits before tax and excep- 


tional items to £307m ($49 lm) 
in the year to March 31, from 
£380 Am the previous year. 

P an m u re Gordon, the bro- 
ker, now predicts pre-tax prof- 
its of £242.5m for this year 
before an exceptional item of 
£25m to cover restructuring 
costs. 

Sir Colin said EMTs perfor- 
mance hnri matrhori lflg f year's 
during the first quarter, but 
then deteriorated. The group 
fared particularly poorly in 
south-east Asia, where the 
Hong Kong music market fell 
by 50 per cent, and in Brazil, 
down 25 per cent 

In Europe, EMI is doing well 
in Italy and Spain, according 
to Sir Colin, but the music 
markets in Germany, the UK 
and France are static. The 
group has. however, performed 
well in North America and in 
music publishing. 

But although many of its 
recording artists sell well In 
their own markets, EMI has 
yet to find a huge global hit to 
bolster this year's profits, as 
albums from the Spice Girls 
and The Verve did last year. 

Last year, EMI was badly 
affected by tbe strong pound, 
and Sir Colin expects it to 
shave up to £15m from operat- 
ing profits in the second half. 

Although EMTs cost cutting 
is largely completed, it hopes 
to prune London property 
costs by combining group 
headquarters with an operat- 
ing subsidiary, possibly EMI 
Music's International division. 

Lex, Page 18 


Second top 
Kellogg 
executive 
resigns 

By Richard Tomkins fai New York 


Kellogg, the US cornflake 
company struggling to put its 
business to rights, yesterday 
announced tbe departure of its 
North American chief - six 
days after shedding the head 
of its European operations. 

Arnold Langbo, chairman 
and chief executive, said 
Thomas Knowlton was resign- 
ing as president of Kellogg 
North America after serving 
tbe company "with distinc- 
tion" for 18 years. No succes- 
sor was named. 

In a similarly brief state- 
ment last week. Mr Langbo 
announced the resignation of 
Donald Fritz, president of Kell- 
ogg Europe, after 19 years of 
"dedicated service”. 

Like Mr Langbo, Mr Knowl- 
ton and Mr Fritz are Cana- 
dians. Until recently, the trio 
had held the top three execu- 
tive positions at the company. 

Analysts said Mr Knowlton 
and Mr Fritz appeared to have 
fallen victim to changes 
demanded by Carlos Gutierrez, 
who became president and 
chief operating officer - and 
Mr Langbo's heir apparent - 
in June. 

"Clearly, Mr Gutierrez was 
appointed to be an agent of 
change within the company." 
said John McMUlin. an analyst 
at Prudential Securities. 

David Nelson, an analyst at 
Credit Suisse First Boston, 
said: "They are shuffling the 
seats a bit to see if some new 
people can breathe some life 
into these operations.” 

Other evidence erf Mr Gutier- 
rez's determination to make 
changes came two weeks ago 
when Kellogg announced an 
evaluation of all work done by 
its 2,000 whltocofiar employ- 
ees in North America, appar- 
ently setting the stage for fag 
job cuts. 

Although Kellogg has one of 
the world's best known brand 
names, it has been struggling 
to counter a declining market 
share and weak profits growth. 
In the US, it has had to con- 
tend with tbe growing popular- 
ity of bagels and other break- 
fast alternatives, a price war 
with other cereal makers and 
tough competition from stores' 
own brands. 

Own-label competition has 
also eaten into its market 
share in the UK, its biggest 
market outside North 
America, and in other coun- 
tries. 

Yesterday Kellogg’s share 
price was down $H at $33% in 
early afternoon trading. 
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COMPANIES & FINANCE: THE AMERICAS 

PAPERMAKtNG GROUP SAYS POTENTIAL BUYERS FAILED TO OFFER ADEQUATE PRICE FOR MACHINERY UNIT 

Harnischfeger takes Beloit off market 


By Rkrfianl Tomkins 
in New York 

Harnischfeger Industries, 
the US mak er of mining 1 and 
papermaking equipment, 
yesterday called off plans to 
sell its Beloit papermaking 
machinery unit after failing 
to receive a satisfactory 
offer. 

It said it had held discus- 
sions with several potential 
buyers, but blamed global 


Guidant 
to buy 
Sulzer 
business 


financial turmoil for the pur- 
chasers' reluctance to offer 
what Harnischfeger regarded 
as an adequate price. “Pulp 
and paper markets through- 
out the world are softer Qian 
anyone anticipated.” said 
Jeffery Grade, chairman and 
chief executive. 

“Economic uncertainties 
in Asia. Russia, Latin Amer- 
ica and other parts of the 
world are not only affecting 
the pulp and paper industry, 


but also potential buyers of 
Beloit as well, be they strate- 
gic or financial buyers.” 

Harnischfeger put Beloit 
on the market in June as 
part of a plan to split its 
mining and papermaking 
machinery divisions into 

separate businesses. 

At the time. Harnischfeger 
said other options included a 
spin-off of one or the other, 
but yesterday it said it had 
discontinued exploring 


methods of separating them. 

The company's decision 
comes at a time when record 
levels of merger and acquisi- 
tion activity and initial pub- 
lic offerings have been 
severely damped by uncer- 
tainty in financial markets. 

Harnischfeger said it bad 
emphasised in June that it 
would not undertake a trans- 
action that did not enhance 
shareholder value. It said 
Beloit had the right manage- 


ment team in place and 
would aggressively pursue a 
growth strategy. 

Last moatb Harnischfeger 
announced it was cutting 
2^50 Jobs alter falling into 
the red in the quarter to 
July. The company is 
heavily exposed to the 
Pacific Rim market and has 
been one of the biggest US 
corporate casualties of Asia's 
economic woes. 

Harnischfeger also 


announced yesterday that it 
was attending and strength- 
ening its "poison pill” share- 
holder rights plan, lowering 
the trigger point from own- 
ership of 20 per cent of its 
stock to 15 per cent. 

It said the move brought 
its plan into line with those 
of other groups, and was 
unconnected with the recent 
build-up oF a 6 per cent stake 
in the company by the 
Texas-based Bass family. l 
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Guidant. a fast-growing US 

t 

medical technology com- 

dis 

pany. has agreed to pay up 

on 

to $85Bm for Sulzer Medica's 

Ho 

heart pacemaker business. 

me 

Sulzer Medica's electro- 

bu 

physiology arm, which 

sta 

accounts for around a third 

1 

of its sales and a quarter of 

for 

its profits, was put up lor 

10 

sale in June. 

fog 

Sulzer Medica was a weak 

intt 

number four in the heart 

Bro 

pacemaker business which is 

guv 

dominated by Medtronic of 

H 1 

the US. 

the 

It decided to withdraw 

glOB 

because it would have had to 

tjTa 

divert resources from its 

com 

other core businesses where 

u r 

it has a stronger market 

the 

position. 

cent 

Guidant will pay between 

com- 

$775m and $850ra. or more 

have 

than two times last year's 

The 

sales for a business which 

Simc 

comprises mainly of Sulzer 

head 

Intermedics and Sulzer 

Th. 

Osypka and employs 2.000 

- an 

people. Guidant was spun off 

confi 

from Eli Lilly in 1994 and the 

regio 

deal will make it number 


two in the heart pacemaker 

F 

business. 

News of the deal prompted 
Moody's Investor Service to 


lower its rating outlook on 
Guidant to “negative", 
though S&P affirmed its A- 

By Jw 

corporate credit rating. 


Sulzer Medica will use the 

A 1 

money to expand its ortho- 

dissic 

paedics and cardiovascular 

todaj 

Hano 

protheses businesses.-.* • r ..- 
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Asian import wave tests the 
mettle of US steel groups 

Prices are already falling sharply, reports Richard Waters 

A fter a four-year gap, the Foreign producers will duction this year, accordi 
red ink could soon be probably end up selling a to Wefa. 

□owing again in the US record 35m-36m tons of steel It will be tougher for I 


US steel: meltdown tor margins? 

1997 Operating profit per ton Steel shipped 

iS) (million tonsi 


A fter a four-year gap, the 
red ink could soon be 
□owing again in the US 
steel industry. 

This is not what Big Steel 
- or its investors - were 
expecting. As recently as 
May. Wall Street felt confi- 
dent enough to push the 
share prices of some produc- 
ers almost back to the record 
levels touched in 1994. 

Massive capital spending 
to improve the processes In 
the country’s big steel rniiis 
during the 1990s had put 
them back on a more even 
footing with the more effi- 
cient producers in Korea or 
Japan. Also, the steady 
domestic economic expan- 
sion had left US mills hum- 
ming at nearly 95 per cent 
capacity in the opening 
months of the year. 

Even after the dollar's 
three-year climb, it seemed 
American steel companies 
could once again bold their 
own. 

Those hopes have been 
dashed in recent weeks. A 
wave of low-priced imports 
from Asia has hit US ports, 
and the mood among Ameri- 
can steel executives has 
darkened. 

"The Japanese, the 
Koreans and the Russians 
are dumping [steel] in record 
tonnages." says John Cor- 
renti, chief executive of 
Nucor, now the second-larg- 
est US producer. “They can’t 
possibly sell it at these 
.prices and make money.” . 


Foreign producers will 
probably end up selling a 
record 35m-36m tons of steel 
in the US this year, or 27 per 
cent of the total, says 
Thomas Runiewicz of Wefa, 
an economic consulting con- 
cern. 

That would top the record 
25 per cent penetration they 
achieved in 1994. when US 
mills were unable to keep 
pace with soaring domestic 
demand. 

Steel prices are already 
falling sharply as a result 
Nucor, which typically leads 
the Industry In setting 
"spot” prices, has just 
slashed its price for big cus- 
tomers to S270 a ton for the 
most common hot-rolled 
steeL 

That is still higher than 
the $249-2250 a ton that 
high-grade Japanese steel is 
selling for, and the S210 a 
ton for lower-quality Rus- 
sian steel, says Mr Correnti. 

Price reductions of this 
magnitude will eat quickly 
into the profit margins of 
some of the large US inte- 
grated producers. 

Newer mini- mill operators 
like Nucor, which make steel 
by melting scrap in electric 
furnaces, operate on lower 
costs - and higher margins 
- and so are likely to ride 
out the storm with greater 
ease. 

After a wave of construc- 
tion in recent years, electric 
furnaces will account for 45 
per cent of US raw steel pro- 


duction this year, according 
to Wefa. 

It will be tougher for Big 
Steel - the collection of 
large. Integrated producers. 
The largest. US Steel, has 
driven its profitability ahead 
of its peers and. with only 
about $500m of debt, has 
much greater financial flexi- 
bility. 

Others, though, have little 
room for manoeuvre. 
According to Bethlehem 
Steel, a fell of only l percent- 
age point in steel prices last 
year would have wiped 
nearly $50m from its pre-tax 
profits. With operating prof- 
its from its steel operations 
Of less than 5300m in 1997, it 
would not have taken much 
to tip the company into loss. 
Bethlehem, which was 
removed from the Dow Jones 
Industrial Average 18 
months ago. is now worth 
under $ibn - 57 per cent less 
than in May. 

T he impact of the import 
wave is likely to be felt 
increasingly deeply over 
the coming months. For a 
start, large parts of the US 
steel market have yet to feel 
the pinch. Imports so far 
have been restricted to flat 
rolled products - the sort 
used in cars and appliances. 
Other segments of the mar- 
ket could soon feel the 
squeeze: steel bars and other 
structural products are now 
beginning to arrive in large 
volumes through West Coast 
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and other ports, says Mr Cor- 
renti. Prices have not fallen 
yet, but could do so soon. 

Also, the pressure will not 
be lifted quickly. According 
to Mr Runiewicz. foreign 
producers are likely to main- 
tain their record market 
share next year. Things 
would look even worse if US 
economic growth - which 
has lifted steel consumption 
by more than third in the 
past five years - slows. 

Faced with such a gloomy 


outlook, US steel makers are 
likely to respond in familiar 
fashion - by reaching for 
their lawyers. The inexora- 
ble machinery of the trade 
courts seems likely to grind 
into gear in the coining 
months with the biggest 
anti-dumping campaign 
mounted by Big Steel since 
IW3. 

For some old-line inte- 
grated mills, however, this 
may not be^enough to keep : 
the wolf from the door. 


NEW S DIGE ST . , • 

building uTijdmes 

French rivals launch joint 
bid for tender offer 

Suez Lyonnaise des Eaux and Vivendi, the rival French 
utilities and construction conglomerates, yesterday 
announced their first joint bid for an international tender 
offer. The companies believe joining forces will boost their 
chances of snatching the single largest private sector 
water project - the privatisation of Companhia Estadua) de 
Aguas e Esgotos (Cedae), the water utility serving the Bra- 
zilian state of -Rio de Janeiro. 

“By pooling their know-how, the two groups wish to give 
themselves the highest chances of success in this excep- 
tional international competition,” they said yesterday in 
identical statements. 

Suez Lyonnaise and Vivendi - formerly Gfindrale des 
Eaux - said the deal, involving the treatment and distribu- 
tion of 3.5m cumof water a day, was the world's largest 
such project The state government Is aiming to raise 
R$4.8bn (US$4.01 bn) from the sale, of which roughly $1 bn 
is to be paid upfront for a 90 per cent stake in the com- 
pany - the remaining 10 per cent will be distributed to 
Cedae employees. 

Cedae provides water to 1 .45m customers and sewer- 
age services to 612.000. mostly in the Rio de Janeiro met- 
ropolitan area. Turnover last year was roughly R$1 .3bn. 
Samer Iskandar, Paris, Jonathan Wheatley, Sao Paolo 

MANUFACTURING 

GE Medical to buy Marquette 

GE Medical Systems, a unit of General Electric, said yes- 
terday ft had agreed to acquire Marquette Medical 
Systems for $45 a share, or about $8 08m, payable in GE 
stock. "The deal, approved by the boards of both GE and 
Marquette, is subject to Marquette shareholder and gov- 
ernment approval and is expected to dose by earty 
December, GE Medical said. 

Marquette shares rose $15, or 54.8 per cent, to $42% in 
early trading in New York. 

Milwaukee-based Marquette provides diagnostic cardiol- 
ogy. patient monitoring and other products. In 1998 its 
revenues were $5 78m. GE Medical provides medical diag- 
nostic imaging systems and services. Reuters, Milwaukee 

BANKING 

Merrill Lynch reassures staff 

Merrill Lynch, the US investment bank, has called a meet- 
ing of its research analysts this morning in London amid 
speculation about job cuts as a result of turmoil in the 
markets. Analysts were summoned by an e-mail sent by 
Charles Lambert Merrill head of equity research for 
Europe. Middle East and Africa. 

Merrill said yesterday: “No final decisions have been 
made regarding layoffs anywhere rn the firm. If and when 
such decisions are made, they will be announced. In the 
meantime, we're not going to comment on rumours or 
speculation.” 

Earlier this month, Merrill announced that emerging mar- 
kets losses of $135m in July and August had cut its net 
income in the first two months of the third quarter to about 
$102m. The firm, said it planped “selective expense reduc- 
tions." Clay Hams 
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SUSTAINED GROWTH OF BUSINESS AND RESULTS 

On 16 September, Rnoufc-Printorop-ftedauto's Supervisory Board, chaired by Mr. Ambrose Roux, approved lbs group’s consolidated financial 
s ta tements for die six months ending 30 kinel 998. Tie slcfcmenfcvrere approved as drown up by ihe Management Board and certified by the 
statutory auditors. 


GM strike hits results 
at Magna International 


CONSOUDAIH? MCOME STATEMENT 


CONSOLIDATED BA1ANCE SHEET 




(in FF millions) 

Sdfa 

Operat ing income 
Net financial expanses 

Income from ordinary adivftres 
before tow 

Non-recurring items 
Income (or ccraoMcted companies 
Share in earrings of equty affiliates 
Net mom*. Group shore 


0A30.97 Change 
40,943 +23.3% 
1,539 +47.7% 
176) 

1,463 +45.2% 
1 

927 +50.6% 
323 +25.4% 
943 +353% 


fm FF miSionsJ 
Freed assets 
Vfcddng capital 
Shareholders' equity pi 
F kuoisiom 
Net indebtedness 
I 1 ' Group Share 


0630.97 Change 
28,287 +47.6% 
4,446 +81.6% 
18,355 +39.8% 
2,192 +38.0% 
12,186 +733% 
15,598 +37.6% 


Variations in net indeb te Aess over 12 months are entirely due to the 


.... . . ». . . , companies acquired. At 30 June 1998, the net indebtedness/ 

Rnauh-Pnniemte-fedo<jtesa)rwAkJtedidesrose23.3%taFF50477 sborebokfonWrty ratio reached 0.82% compared to 0.69% <4 
™ ^ proven stems tram a stepped- 31 December I997md to 0.66% <* toe end of first haFyear in 1997. 

acouiwiora programs toe Wsamorths or toe year, organ* grawti 

runes in France <md abroad and an improvi ng economy to CaA few wore apwdmg activities rase 33% to FF 2^58 m#on wMe 
<J of the group's, activities. nefct*iMeiqpen&*reforqper(tiBrehcreasd62^bff 1,048 m*oa 


By Scott Morrison in Toronto 

Magna International said 
yesterday that the recent 
eight-week strike at General 
Motors had cost it about 
C$135m (US$8S.3m) in lost 
revenue and almost C$27m 
in earnings during its fourth 
quarter. 

The Canadian car parts 
group also said it was con- 
sidering separating its real 
estate assets in Canada and 
Austria into a holding com- 
pany and spinning that off to 
shareholders. Magna's board 
is scheduled to review the 
plan by the end of October. 

For its final quarter, 
which ended on July 31, 
Magna reported net income 


in iiffnsniTrn 


benefited d of ibograupkodMiH. net crated eepereftres Eon 

Sola rase 7.2% on a comparable basis, breaking down m follows by « . 

(Svijiorolte^+7J^Whc4e«l^+63^1nteTncfofial'Sod9«+10>l% strong expa 

The Group's acqursrtfons fathered rts strategy of international growto. Ow'lhe&sthojFcrflhe yea 
Aaoresutf, 433% cF s oles we re mode abroad for ihe soc monfe ended «Frara and (faced ly* 
30 June 1998 as apposed to 34% for ihe same period in 1997. The 

compa ni es acquired in the firrf-haf 1998aswelasin 1997cortributod OTBdfflfeirfofficefanfKjra 


A strong expansion, particularly abroad 

QwlfofirrflK# of lfa)eai;ifoGnxpsifyalraxtfly added toifrposifore 
in Fra nca and abro ad by stepping ly rts spendfogor ocyoiftro. Thus, 


of C$104.4m, or C$1.22 a 
share, compared with ana- 
lysts' forecasts of about 
C$130. In the same period, a 
year ago, Magna achieved 
net income of C$103.6m, or 
C$132. excluding a gain of 
C$38.4m, or 48 cents, cm the 
sale of shares of a subsid- 
iary. 

Earnings per share fell 
because of a 10 per cent 
increase in the number of 
shares outstanding. 

The company also dis- 
closed that its next-genera- 
tion hydro-forming technol- 
ogy - through which car 
parts are moulded by highly 
pressurised water - has gen- 
erated about C$lbn in con- 
tracts. It said it was negotia- 


Forecaster 


ting an additional number of 
significant hydro-forming 
contracts, but declined to 
provide details. 

Magna, which earlier this 
year acquired 95 per cent of 
Steyr-Daimler-Puch. the Aus- 
trian car parts maker, said it 
had fourth-quarter sales of 
C$23bn, reflecting a higher 
content per vehicle ratio in 
North American and Euro- 
pean-made cars. 

For the year as a whole, 
sales rose to C$93bn from 
C$7.7bn in 1997. Net income 
was C $506.2 m. compared 
with income of C$803 .4m last 
year, when the company 
recorded C$i77.1m in special 
gains. Operating income rose 
to C$7l0.1m from C$659.9m. 




Ip ades grwto combi n ed wito toe currency effect for of which 53% were outside of Front®. 
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supplies with 1 997 j 


rs leader in the 
of FF5.6 bitan 


an oddhkmal FF 522 miKon. 

Operating income up sfxHpfy 

Canscfidotod opending ■Koine rase 477% to FF 2^73 m®on. The 


which was consolidated for 3 months 


at period end. Bryfone, US's leader in catalog sales specializing in 
apparel with 1997 sales of FF 8.1 biton. 




Canscfidotod operating ■Koine rase 477% to FF 2J73 tnSon. The Row ocrerired Ideal and RECjfonneriyGEQ in New Zedand and REC 
o p erWmg m ar ^w ig ripra ^ccmsiderab/y. nangowBr07ofcpa'ritfrom in Ausftdn contributing sales offf 1,820 milon on o foil-year basts. 

aanunting'ibr^ of a was red nTeodrcfcrijfo^ S *° i * ^ ^ & ' W ' Fmnae-s 

f*aref bought out ihe Same's stakes in Fineda and UCCM. which 
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FF 2,125 mifeon as a result of the previous effects. 

Nonrecurring i tauir CT.TrM *moiiilyrtfedstoeo3pikdgamonGu3berfs 

saleofJMBnmeou. 

Dinings from equity aflSutes were up 254% to FF 405 miHton. The 
Finonriof Services eftwiba now fncfafrigflfosfinans and Emp ire France, 
recorded a 35.6% risen new fcxn production ond a 22.1% increase 
n average perform i ng loons outskmefing. Net pcofe i ncrea s ed by 233%. 

GoodwiI amortization cane to FF 200 rrelion versus FF 123 million at 
30 June 1997 as a consequence of the ocquisWons made since 1997. 


FF 1 6.3 biffion » consolidated sates on o fofryear basis, ihus enhancing 
ihe group's earnings. 

String lie first hotyear, ihe Group also launched Mode in Sport, a dwin 
qjariafized m sports as we! as Kettel, a new tebcommunioaliora operator. 

Recent events 


Thus, Group share in net income increased 35.3% to FF 1 776 million of Ideal and fork, lastly, Guiteri bought out Archingeo in kdy. 


after accounl 
jMBnmeau. 


for Bs shore m ihe FF 66 miikxi net oofjdal gdn from 
are goodwill nuurtiz d ion, fre increase is 364%. 




Net ownings per share ware up 29.8% due to the new shore issue 
blowing ihe acquisition of Gufert. 

A sound financial structure 

fixed assets rase shaiphr owing to ihe oaxjtsilions. The change smCB 
30 June 1 997 in pariicutar includes FF 9 bison of addifiand goodwill, 
mainly ban Bryione andGabest 


Prospects 

Sikh the beginning of fo|y and urtil ihfl day, business activity at the 
Group's compares has kept on track Nevertheless, management is 
pwdertwSh resped to its business prospers for ihe rest cf 1998. 


fixed asseh rase shaiphr owing to fheoaijisrlions. The change sines Parent company financial Statements 

manly bum Brytane andGufcet to FF 937.3 m*onot30 June 1998 renusFF 662 mftonayear before, 

ft should be noted ihctfa projected FF 2.6 bifcon of Gwfcert's goodwill, Nrf inccme before taxes was ff 9357 mifcnol 30 June 1998, ccmpaed 
to be aOocated, has no* been yet boobed agoinst shareholders' equiiy. with FF 651 mSion erf 30 June 1997. 


For reliable forecasts of exchange rates, 
interest rates, economic growth and inflation . . . 

Since Its launch in 1984, FT Curency Forecaster, a monthly newsletter. 
putilsftetJ by FT finance, has developed into (he world’s leading and most 
widely used consensus forecasting publication. 

Every month FT Currency Forecaster provides you with: 

> L3, 6 and 12 month consensus forecasts lor 24 currencies 
within one table in terms of US dollar, mark and yen- updated 

every month. These forecasts have been the most accurate 
among putHicafly-avauatXe forecasts. 

>■ Regional tables which allow you to identity at a glance the main 
trends In each country as well as cross country comparisons. 

> Plus FREE -FTCwrency Forecaster Mid Month Update Fax Servfce 
Concise analysis 01 the latest developments and the consensus 
forecasts provided in the previous issue. 

Amm! Subscription OK ES5Q/R0W £E80fll$!B6t I 

Claim your free sample copy today 

reUm tt * tow 101 ** H™" 68 Costumer Sendee, Hole 
Horn, 149 Tottealum Court ttoid.Loatka. WlP SLL.UXortu iltous on 
*44 (0) 171 B9S 2274 or all *44 (0) 171 896 2294 qnoHnf 23408B. 

Pteasei send me a THEE samptecopy of andfortheT £££ 

FT CWrtaqr Forecaster newsletter and fax service. SIoSB 
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STEEL PR ODUC T ION FR E NCH GROUP AIMS TO BECOME EU ROPE'S BIGGEST PRO DUCER T HROUGH BELGIAN PRIVATISATION OFFER 


swuMiK* urtuTiis 

french rivals i t t • 

btd »or tender ^ m Usuior launches bid for control of Cockerill 
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By fteH Buckley in Brussels 


Ustoor of France yesterday 
launched its bid to become 
Europe’s biggest steel 
maker, with an offer for a 
majority stake In Cockerill 
Sambre, the Belgian state- 
controlled steel group. 

The combined groups 
would have an annual out- 
put of about 21m tonnes, 
ahead of Arbed of Luxem- 


bourg, and Germany’s Thys- 
sen Krupp StahL 

Usinor was left as sole 
interested party in the priva- 
tisation of Cockerill. one of 
western Europe’s last large 
state-dominated steel mak- 
ers, after Thyssen Krupp 
withdrew from the bidding 
last week. 

Both the government of 
Wallonia, Belgium's French- 
speaking southern region, 


which owns 7S.77 per cent of 
Cockerill, and Uslnor con- 
firmed the French bid. But 
neither side was prepared to 
discuss the size of the offer. 

Analysts speculate that 
the bid could be valued up to 
BFrSObn (1860m), based on 
CockeriU’s market capitalisa- 
tion of about BFitiObn. But 
the precise amount is likely 
to be subject to negotiation 
between Usinor and the Wal- 


loon region, and depend on 
the economic outlook for the 
steel sector and the size of 
any control premium Wal- 
lonia is able to extract. 

Wallonia’s ability to 
demand a high price for the 
group, and the guarantees it 
would have wanted on pres- 
ervation of employment in 
Belgium, may have been 
damaged by Thyssen 
Krupp’s withdrawal. 


Analysts also said Wal- 
lonia’s decision to extend the 
deadline for bids - partly at 
Thyssen Krupp’s request - 
bad rebounded on it as the 
share prices of steel compa- 
nies had fallen amid a wors- 
ening outlook for the sector. 

But observers suggest Wal- 
lonia has little choice but to 
accept Usinor’s offer, since 
Cockerill’s future as a stand- 
alone group would be lim- 


ited. A decision is expected 
by mid-October. 

“Usinor was always the 
favourite.” said one industry 
insider. “There is very good 
industrial complementarity 
between (Usinor and Cocker- 
ill), both in terms of prod- 
ucts and geography.” 

The French group is 
thought likely to take just 
over 50 per cent, with the 
Walloon region retaining a 


blocking minority of about 
25 per cent, and part of the 
equity remaining quoted on 
the Brussels bourse. 

Usinor is expected to 
pledge investment of about 
BFrlObn in modernising 
Cockerill’s operations. 

The French group took a 
majority stake last year in 
Fabrique de Fer de Charle- 
roi. a producer of premium 
steel products. 
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Nackebro board accepts 

takeover bid by Drott 

The board of Nackebro. the Swedish real estate company 
yesterday accepted a SKr336bn ($428m) takeover bki 
from Drott, a larger domestic rival. The deal win create 
Sweden's largest listed property group, with a combined 
portfolio of SKr22.8bn. 

Nackebro advised shareholders to accept the SKrt4l-a- 
share bid. It suggested the offer did not represent a full 
valuation of its assets but was “reasonable' in the fight of 
present market conditions and its pre-bid share price. 
Draw's bid had faced opposition from Nackebro. which 
wanted a negotiated merger. Nfickebro's acceptance fol- 
lowed Drotfs move last week to caD an extraordinary 
shareholders' meeting to unseat its board. 

Drott. which already controls dose to 50 per cent of 
Nackebra's shares, is being floated on the Stockholm 
stock market mis week in a SKrtlbn offering. 

Greg Metvor, Stockholm 
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SEB lifts Hansapank stake 

SEB, one of Sweden's largest lenders, yesterday said it 
had increased its stake in Hansapank of Estonia from 10 
to 18 per cent 

The move follows the acquisition by ForeningsSparban- 
ken, SEB's Swedish rival, of a 30 per cent holding rt Han- 
sapank, Estonia's largest bank. 

SEB, formerly known as Skandlnaviska Enskiida Banker, 
refused to comment on whether it would increase its stake 
by subscribing to a forthcoming EKr4.1bn ($303m) rights 
issue in Hansapank, which has been underwritten by F6r- 
eningsSparbanken. Both banks have acquired holdings in 
Hansapank to increase their product distrfoution in the 
Baltic region. Tim Burt; Stockholm 


BANKING 

Alpha Credit in Cyprus deal 

Alpha Credit Bank, Greece's biggest private bank, has 
agreed to pay C£20.55m ($41 ,3m) for a 75 per cent stake 
in Lombard NatWest Bank, a Cyprus-based subsidiary of 
the UK's NatWest Group. It is the first Greek purchase of 
a bank in Cyprus. 

Alpha Credit said the acquisition was part of its strategy 
of expanding in south-east Europe. Alpha Credit controls a 
subsidiary bank in Romania as well as a branch operation 
in Albania, which mainly cater for Greek companies trading 
and investing in the Balkans. 

Greek banks have started to look around for acquisitions 
outside the country as consolidation of the sector picks up, 
speed. Cyprus is seen as a promising market because the 
Greek Cypriot government wifl have to lift Its 9 per cent 
interest rate ceiling and abolish foreign exchange controls 
as part of its bid to be included in the next round of Euro- 
pean Union enlargement. 

Lombard NatWest has assets of C£333m. Pre-tax profits 
were flat last year at C£3-22m, but income from banking 
activities increased 30 per cent Alpha Credit said the bank 
would be renamed Alpha Bank. Kerin Hope, Athens 


CLEANING 


ISS acquires NFI 
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ISS, Denmark's International contract cleaning group, has 
acquired Ndrri<0ping Fabriks och Industrisanering (NFI) a 
family-owned Swedish specialist In factory and power 
plant cleaning. 

The company has about 400 employees and a turnover 
of SKr160m ($20m). No financial details were released. 
The acquisition fits the ISS strategy of growing In speci- 
alised cleaning services. 

Hilary Barnes, Copenhagen 


SOUTH AFRICA _ 

Lafarge buys Blue Circle unit 

Lafarge, the French construction and building materials 
group, has paid S240m for Blue Circle Industries' South 
Africa unit. Blue Circle (South Africa) is the country's third 
largest cement producer and has annual sales of around 
$150m. 

Lafarge said the purchase was In fine with its plans to 
develop foreign markets, especially emerging markets. It 
said South Africa's cement market was expected to grow 
by 5 per cent a year. AFX News, Paris 
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EXTRAORDINARY GENERAL MEETING 
or 

SGS Sod&£ GAi&ale de Surveillance Holding SA.GeneTa 

on I.l* October IMS. a ICLTOaJiiaithcNqgaHUroo HoieLS^fcBJlnjofB 
ItKQuncI, 19 qua) do Most-BInsc, Geneva. 

Usi »T candidate* Tor election to the Baud of Dirac toes (nan 3 of the Agenda) 
proposed by tf*C poop Of wWmTvani sfrarehoWera described in Now 13 to (be 
ruunrial dauincffli (page f>7 of the Annual Report 1997) who are parry tt a 
vntiny opvanrol: 

Mr.MnD.AMSTUTZ 

Mr. Jntae CARVAJAL URQtlUO 

Mr.Au«wtVONHNCX 

Mr. Thierry LA LIVE D’EPINAY 

Me OatahApr P. MORAX 

Mr. BMrA SAUN A AMOR1NJ 

Me Rkardfi H. SHJPMANN 

The rcfcnrd lo abo\C reserve (0 cocnplete or amend tins Ksi. 

It Art. I‘L I ’pu rflheArtwlesof Assonaoon is amended aspniposea the 
term of oITkc of the acw birccton will h>I until the annual ShaicfaoldBB' 
meniRp » knelt will lake place in 2001 

Mr Mu D. AMSTLTZ has already rtebred bi> to aecep » «we 

j^tTuununot die Board oT Dtreciurs iT rhe Band should appoint him- 

Mr. Thierry LAUVE D'EPINAY its abvady declared hn wiDicgnoo. » accept 
in ktnv » Deputy Ch niman of the Board of Directors if the Btiaftl should 
dftHHM htra- 

Mrs. Elisabeth SAUNA AMORIM wiU not be a candidate for the porawn of 
Chairman or ' Adsnniarmatr Ddfgnf . 


Alcatel might tarnish 
France’s blue chips 


By David Owen in Paris 


This time last week. Serge 
Tchuruk, chairman of 
Alcatel, seemed secure in his 
status among la cr&me de la 
erfeme of French managers. 

A man who apparently 
spoke the languages of the 
Angio-US investment com- 
munity and the French pub- 
lic-sector elite with equal 
facility, he was credited with 
reshaping one of Europe's 
biggest telecommunications 
equipment groups with 
speed and success. 

But on Thursday, follow- 
ing an unexpected profits 
wanting, Mr Tchuruk’s halo 
slipped. The credibility he 
had painstakingly built over 
more than three years with 
Alcatel and before that as 
chairman of Total, the 
French energy group, took a 
severe buffeting in one 
stormy session of the Paris 
bourse. This left Alcatel's 
shares down more than 38 
per cent, wiping FFr70.5bn 
($12.4bn) from its stock mar- 
ket capitalisation. 

Today, the Alcatel chair- 
man meets US institutions 
seeking to shore up confi- 
dence in the company. 

His performance is likely 
to have a bearing on much 
more than his company's 
future share price, rather its 


vulnerability to takeover. 
Anglo-US investors have 
built up huge stakes in 
French blue chips in recent 
years. If they decide their 
faith in Alcatel is misplaced, 
it could influence invest- 
ment decisions on other 
French companies. “It is 
unfortunate because 1 think 
it could harm the reputation 
of French companies in gen- 
eral," says Douglas Smith, 
an analyst with Salomon 
Smith Barney. 

Among the many things 
US investors will need con- 
vincing of today, one erf the 
most important is that Mr 
Tchuruk still cares about 
shareholder valne. He 
wasted no time yesterday in 
securing board approval for 
a share buy-back programme 
for a maximum of 10 per 
cent of the company's capi- 
tal. But this was by no 
means unexpected - and 
proved insufficient to pre- 
vent a further 8 per cent 
slide in the share price. 

Mr Tchuruk will also have 
to convince investors he 
really had no inVifng of the 
revised profits forecast 
before completion of the DSC 
deal on September 7. The 
Alcatel chairman would then 
be open to the charge that 
Alcatel's internal reporting 
was inadequate. 


He will probably need to 
persuade his audience he is 
staying focused on telecoms 
and not being distracted by 
Alcatel’s role in French 
defence restructuring. Not 
everybody shares Mr Tchu- 
ruk's enthusiasm 3bout 
Alcatel’s investment in 
Thomson-CSF, the French 
defence electronics group; 
the Paris market, after all. 
marked Alcatel shares up 
the day Thomson was 
awarded to Lagardgre in late 
1986 - a decision that was 
subsequently cancelled. 

He wDl need to be more 
specific about the company's 
response to the market con- 
ditions that led to the profit 
warning. Some analysts yes- 
terday drew a comparison 
with the trading warning 
last Friday by Royal Dutch/ 
Shell, the international oil 
group. The move was com- 
bined with the announce- 
ment of the closure of Shell’s 
national headquarters in the 
UK. the Netherlands, France 
and Germany. Royal Dutch 
shares fell that day by a 
much more manageable 5 
per cent 

He will probably need to 
show he is acknowledging 
analysts' calls for greater 
transparency, since the mar- 
ket will be much less 
inclined to take things on 


Amstutz selected as 
new chairman of SGS 


By WUBam Had n Zurich 


Max Amstutz. one of 
Switzerland's best-connected 
business leaders, has been 
named chairman of Societe 
G6n6rale de Surveillance, 
the world's biggest inspec- 
tion and testing company, 
whexe shares have collapsed 
after a series erf profit warn- 
ings. 

Mr Amstutz, 69. will 
replace Elisabeth Salina 
Amorini, who is stepping 
down after a series of profits 
warnings and a scandal 
involving an SGS subsidiary 
in Pakistan. 

He is one of five new direc- 
tor standing for election to 
the board following the res- 
ignation of aB bat two of the 
current nine members. Mr 


Amstutz was nominated by a 
shareholder group control- 
ling 45 per cent of the 
equity. 

SGS, which was once one 
of Switzerland's premier 
blue chip stocks, has been 
hit by the loss of two of its 
biggest government inspec- 
tion contracts and the 
alleged involvement of a for- 
mer subsidiary in a Paki- 
stani corruption scandal. 

Earlier this month ft 
announced a 91 per cent 
drop in net income, to 
SFrlOm ($7 Jim), and reported 
that its entire board, most of 
whom had been re-elected 
for a six-year term in June, 
was standing down. 

Mrs Amorini, whose 
grandfather Jacques Salma- 
nowitz ran SGS for nearly 50 


years, has put her name for- 
ward to continue as a direc- 
tor, although she is shedding 
her role as chairman and 
administrateur dtliguL 
Mr Amstutz has spent 
most of his professional 
career as a senior executive 
of Holderbank, one of Swit- 
zerland’s most successful 
family controlled businesses, 
where he rose to be manag- 
ing director. Since 1994 he 
has been chairman of Von 
Roll, a Swiss engineering 
company, and has pushed 
through the reorganisation 
of the Swiss steel industry. 
He has been deputy chair- 
man of Alusuisse-Lonza 
Holding since 1986 and holds 
a number of other non-exec- 
utive directorships, includ- 
ing Fin ter Bank in Zurich. 


Dresdner and 
Allianz jointly 
manage assets 


By Tony Battier ta Frankfurt 




Dresdner Bank and the 
German insurance group 
Allianz yesterday announced 
the creation of a joint ven- 
ture in asset management 
services and suggested that 
they were considering fur- 
ther co-operation in the 
future. 

The two financial institu- 
tions, which are linked 
through sizeable cross-share- 
holdings. said they would set 
up a new company in 
Munich railed ADAM Ser- 
vice to help them run their 
asset management activities. 

The two companies had 
assets of DM]. 084b n (S64lbn) 
under management as of last 
June, of which Allianz con- 
trolled DM670bn and Dresd- 
ner DM414bn. The joint ven- 
ture, in which both will bold 
a 50 per cent interest, should 
achieve significant econo- 
mies of scale, saving each 
company at least DMlOm a 
year. 

Hie Frankfurt stock mar- 
ket has kept a dose eye on 
the intentions of Dresdner 
and Allianz since the bank 
disclosed last March it 
planned to strengthen its 
asset management links 
with A l lia nz , Europe's larg- 
est insurer, before the year's 
end. 

Dresdner. Germany's third 
largest hank, signalled its 
ambitions in the field of 


asset management in 1995 
when it acquired ACM Capi- 
tal Management in San 
Francisco. The fact that Alli- 
anz is Dresdner’s largest 
shareholder, with a stake of 
about 22 per cent, led some 
investors to anticipate a 
merger of the two compa- 
nies' asset management 
arms. 

In the event. Dresdner and 
Allianz made clear yesterday 
their initiative fell short of a 
full-scale merger. They said 
that, for the moment, each 
company would stick to its 
own products, marketing 
strategies and investment 
processes. 

Nevertheless, Diethart 
Breipohl, an Allianz manage- 
ment board member, indi- 
cated the companies might 
take their cooperation fur- 
ther. “We will continue to 
follow our own strategy, but 
where costs arise we will 
work together," he said. 

As an example. Dresdner 
and Allianz intend to 
co-operate In the develop- 
ment of their internet-based 
fund business. Likewise, 
both companies have identi- 
fied France. Germany. Italy 
and Spain as their prime tar- 
gets is the mutual fund mar- 
ket after the euro’s launch 
next January'. 

Dresdner has openly 
acknowledged its interest in 
expanding into US invest- 
ment banking 


Mobistar 
sets IPO 
prices 

By Vincent Bobod 


Mobistar. the Belgian mobile 
telephone operator, could be 
valued at BFr30bn ($860m) 
when ft makes its stock mar- 
ket debut next month, after 
it set an indicative price 
range of BFrl.160 to BFrl.320 
yesterday for its initial pub- 
lic offering. 

A 15 per cent stake in 
Mobistar. Belgium's second 
mobile operator, is being 
sold to investors in an offer- 
ing led by Deutsche Bank, 
D*JG Barings and Banque 
Bruxelles Lambert that 
could raise BFnLBbn. 

The IPO is being watched 
closely by bankers and 
investors nervous about the 
effect of volatile stock mar- 
kets. Mobistar is one of sev- 
eral telecoms issues cur- 
rently being sold, although it 
is small compared to the two 
biggest offerings, of Swiss- 
com and DoCoMo, the Japa- 
nese mobile operator. 

The price range was set on 
the day that a placing of 
shares in Telewest Commu- 
nications, a UK cable com- 
pany. on the London stock 
market was postponed 
because of pricing difficul- 
ties. Analysts said investors 
were very sensitive to the 
price of new issues. 

After its IPO. Mobistar will 
be 51 per cent owned by 
France Telecom. Other 
shareholders include Telinfo. 
another Belgian telecoms 
company, and a consortium 
of Belgian investors. 



/ 


Under pressure: Mr Tchuruk must convince US investors 


UPPA 


trust "Investors may have 
forgiven Alcatel in the past 
for its lack of disclosure rela- 
tive to peers, but when a 
company mentions rising 
inventories without giving 
balance sheet or cash flow 
data such as payables or 
receivables, we expect to see 
calls for more information to 
bridge the new-found yawn- 


ing credibility gap." says 
Richard Kramer, an analyst 
with Goldman Sachs. 

But, above all, Mr Tchu- 
ruk knows he must fulfil 
revised expectations for the 
company’s second half. 
"After what has happened. 
Alcatel cannot afford to miss 
its targets again," says Sean 
Faughnan, of J. P. Morgan. 
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Talks 
continue 
over PFE 
disposal 

By Alice Rawstbom 

Bidders for PolyGram 
Filmed Entertainment. 
Europe's largest film pro- 
ducer and distributor, were 
locked last night in talks 
with Goldman Sachs, the 
bank handling the sale, after 
Friday's bidding deadline. 

Carlton and Canal Plus, 
the UK and French media 
groups, are both understood 
to have made offers, but only 
for parts of PFE. They may 
try to agree a joint deal with 
another bidder. Artisan 
Entertainment, the US film 
and video distributor. 

Kirk Kerkorian, the US 
corporate raider, is believed 
to be continuing talks with 
Goldman Sachs over a possi- 
ble cash offer for all of PFE. 
He is considering proposals 
to merge PFE with MGMf 
UA. his existing Hollywood 
studio, which be recently 
put up for sale. 

PFE. which owns a 1,500- 
strong film library and has 
produced such box office hits 
as Four Weddings And A 
Funeral, Fargo and Bean. 
went up for sale after Sea- 
gram of Canada bid Sl(L4bn 
for PolyGram, the Dutch 
entertainment group. 

The PFE management 
hopes to beep the company 
intact However, EMI, the 
only bidder other than Mr 
Kerkorian interested in buy- 
ing the whole company, 
dropped out of the auction 
last week. 

If Carlton, Canal Plus and 
Artisan agree terms, the lat- 
ter would be likely to 
acquire US distribution 
rights to PFE's films, with 
the Europeans sharing the 
rest. It is not clear whether 
they would continue to 
finance new productions. 

Another possibility is that 
Seagram fold PFE into its 
Universal Studios subsid- 
iary. or at least retain US 
distribution rights. 




SGS Societe Generate de 
Surveillance Holding S.A. 

8. rue des Alpes - 121 1 Geneve 1 

NOTICE IS HEREBY GIVEN THAT AN 

; EXTRAORDINARY GENERAL MEETING 

of the above Company will be held on Tuesday 13* October 1998, at 10.30 a.m. at the 
Noga Hilton Hotel, Salle Ballroom (mezzanine), 19 quai du Mont-Blanc, Geneva. 

The doors will open at 9.30 a.m. 

Access will be permitted to 

• bearer shareholders, upon presentation of an admission card, at the entrance before 
10.15 a m. 

■ registered shareholders, upon placing, before 10.15 a.m. at the entrance, an 
admission card which will be exchanged for a voting card. 

The doors will dose at 10.30 a.m. precisely. 

r. , 

AGENDA 

1. Information on the Business affairs of the Group and its restructuring 

2. Amendment of Articles of Association 
Proposal of the Board of Directors 

The Board of Directors proposes to reword Article 19. 1st para, of the Articles of 
Association to read as follows: “La duree des fonctions des membnes du conseii 
(fadministration est d’au maximum quatre (4) ans”; the 2nd para remains 
unchanged. 

3. Election to the Board of Directors 

A list of candidates proposed by a group of shareholders is published separately in 
this issue of the Financial Times. The shareholders who wish to propose further 
candidates are invited to present their proposal to the Secretary of the Board of 
Directors if possible before the General Meeting 
BEARER SHAREHOLDERS 

The holders of bearer shares wishing to participate or be represented at the Meeting 
may obtain an admission card either by depositing their share certificates at the Head 
Office of the Company, or by sending to the Company a statement of deposit and 
holding duly executed by their bank of deposit The deposit of share certificates and 
collection of an admission card may be made on any business day, until 2°“ October 
1998 at the latest, at the Head Office of the Company between 9.30 and 11.30 a.m. or 
otherwise by arrangement (Telephone -*41 22 - 739 95 51, Share Registry). The shares 
deposited may be collected from the first business day following the Meeting. 

No admission card will be available at the entrance of the Meeting. 

REGISTERED SHAREHOLDERS 

Registered shareholders appearing on the register of shares as at 15* September 1998 
win receive, a Notice of Meeting. Shareholders in respect of whom a registration would 
have been made during the period 15* to 23 d September 1998 will receive the Notice 
of Meeting at a later date. 

REPRESENTATION 

Shareholders not wishing to take part in the Meeting may be represented by another 
shareholder (in accordance with the provisions of the Statutes, registered shareholders 
may only be represented by another registered shareholder in possession of a written 
proxy) or by their bank of deposit They may also be represented by a representative of 
the Company or, alternatively, designate Ms. Dominique Brown- Be rset, attorney-at-law, 
Froriep Renggli, 4 rue Charles-Bonnet, CH 1206 Geneva, an independent person 
pursuant to Article 689c CO. to represent them at the Meeting; in such instance, we 
would ask that registered shareholders address their proxy form or, in the case of 
bearer shareholders their admission card, directly to Ms. Dominique Brown -Be rset at 
the aforementioned address, until 2 nd October 1998 at the latest 
Deposit representatives within the meaning of Articles 689d CO, are requested to 
inform the Company as soon as possfeie, and in any event not later than 13" October 
1998 at toe entry roster of the Meeting, of the number, nature and nominal value of the 
shares they represent Institutions subject to the Federal law on banks and savings 
institutions of 8" November 1934 as well as professional portfolio managers are 
considered as deposit representatives. 

MINUTES OF THE MEETING 

The resolutions of the Meeting wiH be available for inspection by shareholders at the 
head office of the Company from the 20" October 1998, 

Geneva, 22® September 1998 Onbahaff of the Board of Directors 

Elisabeth SaOnaAworfnl, Chairman 
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STOC K EXCHANGE AUSTRALIAN BOURSE TO BECOME PUBLIC COMPANY AND BE QUOTED ON ITS" OWN MARKET 

ASX set to demutualise next month 


By Vincent Boland 

The Australian stock 
exchange is to turn itself 
into a public company next 
month and list its shares on 
its own market in a bid to 
become more flexible in 
meeting growing competi- 
tion from regional and other 
national exchanges. 

The ASX. one of the 
largest in Asia by market 
capitalisation and with more 
than 1.200 listed companies, 
will demutualise on October 
13 and offer its 606 members 


equal numbers of shares, 
which will be listed on the 
exchange on October 14. 

The move is the latest in a 
series of demutualisations 
and public listings by 
stock markets around the 
world. 

Faced with growing com- 
petition from electronic off- 
shore markets, traditional 
national exchanges are seek- 
ing to make themselves 
more responsive to market 
developments. 

The Milan bourse demutu- 
alised in a private placing 


late last year and became a 
commercial enterprise as it 
sought to regain the momen- 
tum it had lost to the Lon- 
don and Frankfurt 
exchanges in attracting 
domestic listings. 

A 38 per cent stake in 
the Athens stock exchange 
was sold to a group of 
domestic investors for 
Dr22bn f$76m) late last year, 
and the government plans to 
list the rest of the exchange 
soon. 

However, the listing win 
make the ASX only the sec- 


ond stock market whose 
shares can be publicly 
traded- 

The Stockholm stock 
exchange is owned by OM 
Gruppen, a publicly listed 
Swedish company. 

Richard Humphry, ASX 
managing director, said the 
Australian excbange's 
listing was “a strategic move 
to meet the competitive 
challenges of domestic and 
international capital 
markets” and designed to 
help it become more flexible 
as the demands of 


its members changed. 

The ASX plans to issue a 
total of just over 100m 
shares, with each of its mem- 
bers receiving 166,000 shares, 
which Mr Humphry indi- 
cated had a market value of 
about AS3 each. That would 
give the exchange a market 
capitalisation of A$300m 
(US$1 77m). 

It will not be raising 
new capital through the list- 
ing. 

Analysts said at least 
some ASX members were 
expected to sell their stakes 


at a later stage, although 
under legislation passed last 
year allowing the exchange 
to demutualise, no single 
shareholder can own more 
than 5 per cent 
Kir Humphry said the ASX 
was not planning any other 
strategic moves but could 
eventually merge with 
another stock exchange and 
would also look to boost its 
activities in futures 
markets. It currently derives 
the balk of its revenues from 
equity and derivatives trad- 
ing. 



Investors fear worst 
for Japanese steel 


By Alexandra Harney in Tokyo 

When Japan's biggest steel 
companies revealed gloomy 
results this month, it seemed 
things could not get any 
worse. The big five groups 
forecast huge losses this 
year in spite of aggressive 
restructuring to lower costs. 
NKK, one of the industry 
leaders, bad just been forced 
to take over the operations 
of Toa Steel, a collapsed sub- 
sidiary, and the sector's 
share prices were at their 
lowest in years. 

But in the past two weeks, 
the situation has deterio- 
rated further. The threat of 
anti-dumping penalties by 
the US International Trade 
Commission has fuelled con- 
cerns about the sector’s prof- 
itability. Industry analysts 
say such penalties could be 
devastating. 

Yesterday, Akira Chihaya. 
chairman of Japan Iron and 
Steel Federation, an Industry 
grouping, said steelmakers 
were considering cutting 
exports to the US, the only 
market keeping the industry 
afloat in recent months. 

Not surprisingly, investors 


are fleeing the steel sector in 
droves, sending share prices 
to new lows. 

The collapse in domestic 
demand, primarily from car- 
makers, has left tbe industry 
with overcapacity and rising 
inventories. To make mat- 
ters worse, global steel 
prices have fallen sharply. 

Steel companies have 
slashed production and more 
than doubled their exports 
in recent months to improve 
profitability. In the first half 
of this year, Japan's steel 
output fell 10 per cent year- 
on-year. according to War- 
burg Dillon Read. 

But this strategy has 
reached its limit. Nippon 
Steel, the biggest steel 
group, expects after-tax 
losses of Yl5bn-Y25bn 
($ll3m-$188m) this year, 
a gains t a Y59bn profit a year 
ago. in spite of a restructur- 
ing launched several years 
ago. Its shares have tumbled 
more than 20 per cent in the 
past two weeks, and yester- 
day were the market’s sec- 
ond most heavily traded, 
falling Y16 to Y183. 

Analysts say Nippon Steel 
is reflecting market anxi- 


Japanese staei 

Steel InJex reta&« to ffie Toptx tndex 



SnKWMnty 

eties about the industry as a 
whole. “People are question- 
ing whether it is necessary 
to have any Japan steel 
shares at all ... I am recom- 
mending that people don't 
touch it.” says Toru Nagai, 
analyst at Morgan Stanley 
Dean Witter in Tokyo. 

Other steel companies 
have also been hit. NEK. 
which absorbed its loss- 
making subsidiary this 
month, has underperformed 
tbe Topix, the index of all 
first-sector shares, by more 
than 50 per cent this year. 



In a jam: steelmakers may cut exports to the US because of threatened antidumping penalties 


The shares have plummeted 
below tbe benchmark of 
Y100, falling to YB7 at yester- 
day’s close. 

Analysts warn it could be 
a long time before things 
pick up. The Japan Iron and 
Steel Federation yesterday 
cut its forecast for crude 
steel production this year 
from 97m tonnes to 94m-95m 


tonnes, but analysts say this 
still leaves considerable 
over-supply. Warburg Dillon 
Read estimates Japan's con- 
sumption of crude steel at 
84m tonnes in 1998. 

If they are right, there 
could be further restructur- 
ing. Kobe Steel, another of 
the big five, is gearing up for 
a cost-cutting scheme that 


would spin off non-core busi- 
nesses to subsidiaries, cut 
staff at its head office and 
increase outsourcing. The 
question Is whether this win 
be enough to keep pace with 
conditions in the market, 
which are sure to decline 
further. 


Nissho Iwai shares dive on securities worries 


By Michfyo Nakamoto in Tokyo 

Nissho Iwai. one of Japan's 
large trading companies, 
yesterday suffered a 10.6 per 
cent fall in its share price as 
investors remained con- 
cerned about unrealised 
losses on securities holdings 
and its exposure to Asia. 

The fall, from YI51 on Fri- 
day to Y135. came after 
Moody’s, the US credit rat- 
ing agency, lowered the 
group to speculative grade 
last week. 

Nissho Iwai’s relatively 
high level of securities 


investments in comparison 
with its equity base has left 
it particularly vulnerable to 
speculation. 

Analysts believe the com- 
pany's unrealised losses on 
its equity holdings could be 
YlOObn f$753m>. compared 
with its declared loss on 
equities of Y25bn at the end 
of March. 

The company had consoli- 
dated shareholders’ equity of 
Y269.3bn at the end of 
March. 

Investors are also worried 
by the stale of two of its 
subsidiaries, Nissho Iwai 


Finance and World Leasing. 

Nissho Iwai Finance was 
created in 1993 to make the 
parent company's balance 
sheet look better, said Kota 
Nakako at Warburg Dillon 
Read in Tokyo. World Leas- 
ing has a leasing business 
but also has significant 
financial investments. 

The two companies had 
unrealised losses on securi- 
ties Investments of Y25bn at 
the end of March. This figure 
is likely to have increased 
substantially as a result of 
the drop in share prices. 

Nissho Iwai has provided 


loans to both companies. 
Short-term loans to Nissho 
Iwai Finance, due for 
redemption by the end of 
next March, amount to 
Yl64bn. while those to World 
Leasing come to YlTbn, 
according to public records. 

The group’s links with 
Asia are another concern. 
Nissho Iwai’s exposure to 
the region amounts to 9.3 
per cent of total assets, or 
Y505.8bn. compared with 
other Japanese trading 
companies, whose average 
exposure to Asia is 4.7 per 
cent of assets, said Mr 


Nakako. at Warburgs. 

. The company's downgrad- 
ing by Moody’s damages its 
credibility and increases its 
cost of fund-raising. Nissho 
Iwai said it had not yet seen 
any change in the situation 
of its Asian businesses and 
expressed bewilderment at 
Moody's move. 

Domestic pension funds 
are believed to have sold 
their holdings since they are 
prohibited by law from 
investing in non-investment 
grade issues, said Howard 
Smith, industry analyst at 
ING Barings in Tokyo. 


Nissho twai 

Share prica 



This. notice ivvucd in compliance with the Tcqiriremcnu of ihc London Stock Exchange Limited \lh* 
"London Slack Exchange"!. It docs nix constiiuie on offeror on imitation to any person to subscribe for or 
purchase any securities. Application has been nude to tbe London Slock Exchange for the admission to the 
Official List of 4 1 .252.075 ordinary shares of I Op each (the "Ordinary Shansi in Waterfall Holdings PLC 
(the “Company”* which an currently quoted tin (he Alternative Investment Market, ft is expected that dealings 
in the Ordinary Shares of the Company will commence on 24 September 1998 for norma] settlement 

WATERFALL HOLDINGS PLC 

l&gtnrmd in England and Hbler rrgiatrtd number 0D/6JJ/2J 

Introduction to the Official List 
Sponsored by Robert Fleming & Co. Limited 


Tower poised for offering 
despite GPG opposition 


Authorised 

Amount Number 

£5.500.000 55.000.000 


Share capital 


Issued and fidlt paid 
Amount Number 

£4.125.208 41.252.075 


Listing Particulars minting to tbe admission of the Ordinal? Shams to (he Official List have been approved by 
the London Slock Exchange and published in comply with Ihc requirements of the London Slock Exchange 
Listing Rules. Ccpits an available for collection only from the Company Announcements Office. London 
Stock Exchange. Old Broad Sired. London EC2N I HP during norma] business hours tor a period of 2 
business days from the date of this notice and during normal business boors on any weekday (Saturday; 
and public holidays excepiedl up to and including 5 October 1998. Irotn: 

Waterfall HoMtogs PLC 
53/95 High Street 
Aldershot 
Hampshire 
GUI I IBY 

22 September |99g 


Nippon Meat Packers. Inc. 
(CDRS) 

The undersigned announces 
dun the year ended March 31. 
1998 of Nippon Meal Packers, 
Inc. will be available in 
Luxembouig an 

Kredietbank S_A_ 
Luxembourgeoise. 
Luxembourg 

and lunher in Amsterdam at 
ABN AMRO Bank N. V, 
MeesPiersonNAL 
Kas-Associatie N.V„ 
Amsterdam, 

September 21,1998 

Amsterdam Depositary 
Company N.V. 


| By Terry Kail in Wellington 

Tower Corporation, the 
Australasian insurance 
i group, yesterday announced 
details of its demutualisation 
plans in spite of further 
moves from Sir Ron Brier- 
ley’s Guinness Peat Group, 
to be heard before the Court 
of Appeal today. 

The hearing is the latest 
move In a series of legal 
challenges over the past year 
by GPG to try to stop the 
demutualisation. 

GPG is pushing a rival 
scheme that would see 
Tower merge with Tyndall 
GPG’s 51 per cent owned 


Australasian insurance sub- 
sidiary. 

Tower, formerly called 
Government Life Office, esti- 
mated the group would be 
worth up to NZ$l.05bn 
(8531m) after demutualisa- 
tion. Directors plan to list 
tbe shares on the Australian 
and New Zealand Stock 
Exchanges early next year. 
The new company will have 
an issued capital of l.37m 
shares. 

The 160,000 members who 
had policies with Govern- 
ment Life Office have been 
allocated 53m shares. The 
other 240,000 members - 
mostly Australians who had 


policies in subsidiary compa- 
nies acquired by Tower - 
will be offered 44m partly 
paid shares. 

A total of NZ$500tn will be 
raised through the issues of 
shares. Local and overseas 
institutions can bid for a fur- 
ther 40m shares, although 
preference will be given to 
existing shareholders. 

James Boonzaier, chief 
executive, said he did not 
believe GPG's actions could ( 
delay the demutualisation 
and that converting to a pub- 
lic company would give , 
Tower access to capital for 
acquisition and growth in I 
both Australia and Asia. I 


Nonce 

The United Mexican States 

Value Recovery Rights, Series A 

NOTICE IS HEREBY GIVEN put mm to tbe Focal Agency 
Agreement dated as of March 28. 1990 (ibe "Agreement"] under which ibe 
above Rights wen issued that tbe fiscal Agem has received a Calculation 
Report for ibe Payment Dae occurring on September 30, 1998 from (be In- 
ternational Monetary Fund, as Calculation Ageoi for the Rights under ibe 
Agreemaa. Jetting forth ibe following amounts: 


Currort OS Pries 
Reference Ofl Pries 
Current 01 Revenues 
Excess Base Revenues 
Excess Prica Revenues 


1326)2 

17.7546 

2019.507,970 

0 

0 


Based upon the Calculation Report the Fiscal Agent has 
calculated for said Payment Date the following amounts: 

Value Recovery Payment USS 0 

Carryforward Amount USS 0 


September 22. 1998 


CfTBUtKO tei Citibank, K.A. 

as Fiscal Agent 


EsplQJMWttMKI 
Bonds Dae &h October 2001 
bwcDK: Bib Orator 1997 
<E*fb redwiflionofigdiOiiin IWl 
The Issuer InAims dui jntwanr ■> the Tereu 
.nd Coodniau of ihc xhne ■ mmUoort 
Benda, ebaa ib novae drecaltofanimd 
prepay jf 100* ihc thole ufibc Bonds an 
Mr Orator 1998 

Baca BBaaMmTaSA. Madrid. Agna. 
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THE BATAVIA FUND LIMITED 
NOTICE OF ANNUAL GENERAL MEETING 

NOTICE is hereby given rhai the Annual General Meeting of ibe Members of 
ibe Company will be held u ibe office, uf Daricr. HcnMti i Asia) Limited. 
2905 iardine House. I Cootugbr Place. Central, Hong Kong on 12“ October 
1998. 

AGENDA 

1. To receive sod adopt the Accounts, together with ihc Repons of tbe 
Directors and Auditors. Tor tbe year ended 31* March 1998. 

2. To re-appooit Price WaKrimse as Auditor* of die Company. 

3. To authorise (be Directors u determine the rerounciuuon of [be Auditor.-. 

4. Any other business. 

By order of die Board 

Swiss Farifk Corporate Secretaries Limited 
Secretary 


IDR -Holden who wish w vote must follow the following procedure 
If die IDRs aft beld in au account with Eurodear or CedeL IDR-Holdns mast 
cocoa Eurodear or Cede! attracting them n bkxfc the IDR» in die IDR-Hokkr’s 
oocouat wbI condusioB of tbe RRcting and spacify ihc manaer in wUch die vacs 
aaribuoble to ibe IDRs sbwJd be cast. If tbe IDRs are OCS brid ihrough Euroclear 
or CedeL IDR-Holdcn must ensue dot tor voting instructions, together with 
other their IDRs or tbdr bank's Mnfimwtren of deposit fiodudmg IDR serial 
□timber,), ttadi Ihc Dcpaaory at the btest on 8th Octcter 1998 at noon at the 
adieu given below (attention John Croon • Capital Marins Support • tdepbone 
32.1547.3I.4SI. 

Copies of the Annual Report arc available at ibe Doporioiy's address nutated 
below. 

Depositary: Book Brussels Lambert 

24. Avenue Marnix 1000 Brussels 


PAL wins extension 
to debt moratorium 

Philippine Airlines, the national carrier, was yesterday 
granted a 60-day extension of its debt-servicing morato- 
rium by the Securities & Exchange Commission. The airiine 
has debts of $2.1 bn and faces closure. The new morato- 
rium expires on November 20. The airline first filed for 
debt-payment relief in June following a pilots' strike. 

The extension came on the deadline to file a rehabilita- 
tion plan and allows PAL to revise its plan to reflect recent 
developments. These include the unions’ rejection of the 
management’s offer to workers of 20 per cent stake and 
three board seats in exchange for a 1 0-year suspension of 
the collective bargain agreement However, it is unclear 
whether PAL will submit a plan when the new deadline 
expires. AP-DJ, Manila 

CHINA 

Foreign banks plan start-up 

Nine foreign banks in the southern city of Shenzhen have 
a pptwt for licences to start local currency business, the 
latest step in the liberalisation of financial services in 
China. 

The nine banks include Sanwa Bank. Bank of Tokyo-Mit- 
subtshi and Fuji Bank of Japan, the US-based Citibank, 
and Standard Chartered Bank and the Hong Kong and 
Shanghai Banking Corporation, both of the UK. The Shen- 
zhen Securities News, an official newspaper, reported that 
the local branches of Hong Kong-based Bank of East Asia. 
Nanyang Commercial Bank and the Chinese Mercantile 
Bank had also filed applications. 

The People's Bank of China, the central bank, last 
month approved Shenzhen as the second city in China 
where foreign banks would be able to offer services in ren- 
minbi. The first foreign financial Institutions were allowed 
to conduct Chinese currency business in Shanghai from 
the beginning of last year. James Harding, Shanghai 


KOREA 




Local groups submit Kia bids 

South Korea’s three carmakers yesterday submitted bids 
for Kia Motors, which was put up for auction for the sec- 
ond time, with its commercial vehicle unit Asia Motors, this 
month. The last entry to the auction was Daewoo Motor, 
the country's second largest carmaker. It followed bids by 
Hyundai Motor and Samsung Motors. The three are the 
only bidders after Ford of the US dropped out of the auc- 
tion because of Kia’s huge debts. AP-DJ, Seoul 


MALAYSIA 


Bumiputra slides into red 

Bank Bumiputra. Malaysia's state-owned bank, revealed 
yesterday a swing in foil-year results from a pre-tax profit 
of M$724.3m last time to pre-tax losses of M$1.39bn 
(US$366m) for the year ended March 31. The news fol- 
lowed the announcement that Bank Bumiputra is to merge 
with Commerce Asset Holding tofarm the country’s, sec- 
ond largest banking group, with about M$80bn in assets. 

Provisions for loans and financing losses were 
M$2.48bn. Its non-performing loans ratio to total loans 
rose from 5.7 per cent a year earlier to 12.6 per cent 
Shefla McNulty, Singapore 


SPORTSWEAR 

Nike cuts staff in Vietnam 

Nike, the US sports goods group, has laid off about 2,700 
workers fin subcontracted factories in Vietnam in the face 
of declining orders. Korean-owned Chang Shin Vietnam, in 
the southern province of Dong Nai, and SamYang Viet- 
nam, in nearby Cu Chi, a district of Ho Chi Minh City, had 
been forced to lay off about 900 workers each since June, 
Nike said. Roughly the same number has been laid off at 
Dona Victor Footwear, another Korean-owned factory in a 
remote district of Dong Nai. However, the figures could be 
higher, as the Nike factories must apply to the local gov- 
ernment 45 days in advance of a lay-off. 

More than 1 ,000 workers at Taiwanese-owned Nike fac- 
tory Pou Chen Vietnam Enterprise, have been moved to 
part time, and production lines had been idle in the factory 
for months, said Nguyen Dinh Thang, chairman of the 
Dong Nai Union Trade Federation. He said the Taiwanese 
factory may also cut staff soon. AP-DJ, Hanoi 


SEMICONDUCTORS 

Anam in $600m asset sale 

An am Semiconductor, the South Korean chip maker, is 
close to signing a deal with foreign investors to sell part of 
its assets for $600m. The deal, arranged by Salomon 
Smith Barney Holdings, was likely to be completed by the 
end of this month, the company said yesterday. 

The sale is part of Anam’s plan to attract $2.3bn-$2.5bn 
in total foreign investments. The Identity of the possible 
buyers was not disclosed. 

Anam shares closed up Won505, its daily limit, at 4,715, 

Reuters, Seoul 


Sensational, one-story, 

hilly air-conditioned, 292,550 sq, ft, 

four-building complex on 75 acres 

• Minutes to 1-565, W5, and the Huntsville Airport 

• Over 14Q4XX) sq. ft of modern office and laboratory space 

• Cafeteria facilities and all utilities 

• On-site employee recreation area 

• 11 truck docks one drive-in door 

• Reinforced concrete floors; bride over concrete block walls 


IP BINSWANGER 

7201 Peadrore street, WE, Suite 1020, Atlanta. GA 30361 
404-892-4100 • Fee 404-092-1765 
E-mail: fnfb@ttaswanger.com 
UP Offices V t ohOm it 
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BUSINESS OPPORTUNITIES 

BE*PB»*HEH »5 CQ»«mD6PTOSgKAPt»BOPBwrePBOfES8IOMIU.Bg i OBEBnBaWGWTOCOWIITMEwre 


BUSINESSES FOR SALE 



KITING OIT/1N? 


WeareaperiCTcglBiaegautHgiiaigaclkiasaniliaidngihc uiuUMul 
.raVBedtoV^MwatoKMe^^wamanoaassjffi vQgcn. * 
uyoa rc ihankmp <rf* toanajemem hoy oin ^or buy in. be wdl advked 

Talk to David Taft OT SuHash Tbakiar ac 



N' K ARK LOOKING FOR A PARTNER 


K S** KfFccted and successful sated British coerpant **£* £*,_■ 

AiytrtJ.rrufe)* the oH, gas & utilities Uuhatria^Whi rfptninUi^E&C. 
• 4 AitiUaha tvr -have not yet reached anywhere near, the tree fcRMjrtwftfrj 
: oiuiiifj>r><ducts. • ’ •.■** 

‘twe&a Otis sears -research we have a one product range ia thcvai*unrhii& 
pilXfkngiJ&ratUMiaa cf several of the worlds Dajor danpaaies^ - 
.00 £ S YOU R tmu*m tux E THE RESOURCES AND UAXMSOiEKT SXUXS 

«anos»ff WBEraw tbisjust®* ?: ’ 

"''-V- / Via please coiKaci Box B6I02, FteaooW Tfancs, : ‘MK j 
y. ~ - OwgSwHliwfc Bridge. London SE3 WT- - . i >- - 


TELEPHONE SYSTEMS 
MAINTENANCE BASE 

WANTED URGENTLY 

We are looking io purchase 
maintenance contracts 
throogboal the UK. . 
Preferably Panasonic, 
however other manufacturers 
wfD be co nsid ered. Reply in 
strictest confidence tm 

Box B61&L Financial Hates, 
One Son Ihwarfc Bridge, 
London SE1 9HL 


BUILDING 
PROJECTS 
IN BERLIN 

Residences new and for 
renovation, hotels and 
industry real estates 
from £3m up to £35m. 
Professional investors 

please contact 
UCLGUBH, Berlin 
Fax: 004930893S374 



SpcdaEst Packa g in g D fau { Uni on 
Omsonrced Sappty-Cbam 
Management. 

Central Irish Midlands business, 
taking conagmera stock m fiun UK/ 
Eurrpr / Republic, delivering uni- a 
Blue CJdp Food manufacturer’, 4 rises 
m line with production plans Have 
spare establhhed Management / 
Adnumstmthm seam aparini PossMe 
Agency Distributorship orftdl Supply 
Chan Management. 

. Contact - Lawrence Barton. 
Pnrdristks (Ireland I 
UJC 0044(0)1223 462244 
Repab&c of Ireland 
00353(0)502 62666 


Cbannzl Islands £t Worldwide 
O rrsBOKE Company formations 
S f Axmonetmtiov. 
fuuSptwcg 

Pur frw m/ormiliom oantKl: 
CROY TRUST LIMITED 
2- Ho«i M CVivid Plw. 
SIHriicr.ktviyJEaerE 
let (0J534) *18774 Fuc (015MI 3S40J 


BUSINESSES FOR SALE 
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CHRISTIK&. C2 


Surveyors. Valuers & Agents 


So.MF.KSK I 


SBBBffUL CAK HOtffi 
Bseisnss) FOB 12 

■ BadCdri badneti wirii eweBem 
nym atiaw 

* 12 single toons, potential to 
develop. 

■ 2 hrd io oB t owner's ac c o mdaiaa 


• 3 acre naddoek and stabta. 

• TO £1J2J68(97). Profit 6*669. 
Ofphb w the begun or 
£375^)00 IBEEB0UD 

Bristol Office Ref WmfiiMA 

0117 974 4566 


Royal Deeside 


Hotel 

» RirArt hnB y kpiri tjgpA 
tmfing vymiwn 

-9en soito bedrooms. Public . 

huftggM UMilffuiMJ WIW mttg. 

■ Owner’s On. Profitable trading 
• pjaoung gamed for 5 log cabas. 
OmsiNTBBizcaONOr 
£Z7SyHlRBnoij> 

Edinburgh Office Ref 52/FT44S22/HB 

01315576666 


London 


Hotel, Glowsszeb Place, Wl 

• 18 bnLumn h b u m r rnui 

KnH 

•Mhmts walk fnoot Baker Strstt 
trod crg ro uB d hjimi. 

• Operand fiar 22 yess by the omn 


• Net T/0 10 33JLM £172.783. 
£535^00 LEASEHOLD 
London Office Ref20fFT4!VHB 

0171 227 0700 


North Wales 


RESmzmu. Home 
HecciekedfobB 

• AH single room* in attractive 
detadbcd pmpeny. 

■ High profit business ftq- oaw 
KomgE Ideal fim l * ,l> ^ bay. 

Q4IJMRBBB0LD 
If auchesur Office 
RefS6/FT78640/MA 

0161 833 3311 


London 


HsPmuntICafe Gaoop 
Dbtosal, WestBXd 
- 10 Baits across key sues to Cemrai 
London mrlrofing Covca Garden. 
MayUraad Soho. 

GCB«FBg£2WIOM2^0ftMg 

MIIRCIOW 

CaD for farther ufammum 

Padu Burgess pr Kitty Singer 

Loudon Office Ref002/FT66838 

01712270700 


Ross-Shjrl 


Ideal Family Hotel 

• Profitable bcsiacw. *tH ap pointed 
tbroagbouL 

• PabBc bit. tomgB tm mamrani 
and 8 bedrooms. 

• Owner's 3 apartment Qai, fined 
kadKQ. 

• Good craefing. local popular tamis 
jpm. 

Offers in excess op 

CKMOreebold 

Edinburgh Office RefS2/FT44S20/HB 

0131 557 6666 


Lam:ashirl 


On the iNsnocnors op the Jowr Recovess 
Avahable Separately ok as a Groo> 

NoBsmc Home Nmsinc Hoke 

Regbtehkpfor65 Regstexed eor34 

• Sctnmnial detached buthfiag. *11 beds dbalregisKred. 

» Pla nniug pemagtoc far IB bed • Sobsaatial detached baSdiag. 

icridcmial whl •Ptaonias permuaiixi for9 bed 

Extensive g rounds . ngCTSioa. Redevrioprocs pMcasial 

Redevck ymmt p otcanaL Offers m EXCESS Of 

£595300 mzBOLD £450300 rugaou) 

Manchester Office Rtf 56/PT7B596 Manchester Office gef56/FI78S97 
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Woven Fabrics 
Manufacturer 

Oldham, Lancashire 

James Shires & Sons Limited (In Receivership) is 
a global supplier of woven fabric with particular 
strength In the US market. 

■ Established 130 years 

■ Vertically integrated freehold mill 

■ Enviable/ Wue cWp' customer base. 

■ Skilled and flexible work force 

■ Turnover in excess of E6 miSon' 

For further detafe contact the Joint Administrative 
Receivers: Mike Savflle and Peter Flesher at Grant 
Thornton St Johns Centre 1 1 0 Albion Street 

Leeds LS2 8LA. 

Tel: 0113 2455514 Fax: 01 13 2460828 

Web Ste: hapy/Www.9entHhorntanixiLii< 

Grant Thomtm S 

7h6 1> maratef IVw at Sir Tftjnwn ttrtnmanM F 
A^vMdbuXekBUodCnBngndAcciMmrtt •; 
h Engnnd aru iVs*k n cany an inanrn twBnata £ 

r..73'r.Ti-rsiE:*rMy42ryom«Moai 


PRINf.A ASSOCIATES U'O LIMITFI? 
T/A I.IMTED EDITIONS 
(in Ad:nini>ir.i(i\e Receivership) 
FOR SAI F 

DISPLAY MARKETING' 

D I R ECT S A LCS CO \ 1 PA N Y 


♦ Products include books, 
toys and fancy goods 

♦ Active throughout the UK 

♦ £5 million turnover 

♦ Experienced Sales force 

♦ Selling to 28,000 outlets 


Textile Company 

Fo? Sale due to rst-eemsni 


01618333311 


Humberts Leisure 


On die instructions of Leisure Great Britain pic 

A valuable portfolio of six day visitor attractions 

Lightwater Valley Theme Park & Factory' Shopping Village, N. Yorks. 

Pleasurewood Hills Theme Park, Suffolk 
The Needles Pleasure Park &c Alum Bay Glass Factory, Isle of Wight 
The Waxworks Museum & Bugle Inn, Isle of Wight 
The Chedddar Gorge Cheese Company, Somerset 
World in Miniature, Cornwall 

1997/98 total turnover c. £11.5 million 
1997/98 net operating profit c. £3.15 million 

For sale as a group or individually 

12 BOLTON STREET MAYFAIR LONDON WlY 7I*A 
TEL: 0171 629 6700 FAX: 0171 409 0475 
email: nigcl.nlbMpoaiaabvChiimberti-leitiiTc.cDm 


CHART f. It LD S V k VEYORS 

IMERN.UIO X A 1. LEISURE I’ R O l» K K T V S P C C I A LIST S 


Upon lBvtitu±>stb oTDR ArLaod AC \ of Bvgbics livntsr 
and DJ Poncr FCA t>T BDO S«»y Hnjward 
Jcfai Admfanafaim tTfiriu Molwlartois linriin) 

WHOLESALE MOTORPABT DISTRIBUTION BUSINESS 

CHL-r. fra %jl c K * the Bunnr-s jnJ a»ci, ju- tot haJ 

♦The Btiune,, ts jsoypUtt «f aoroipidicn.tvc ian« .4 cutu-M and h«nu imkl joU x\T*.-a*oc% 

-♦ Annual mrantr 1907 - C7JruiIli. > o 
■frExHiing cmn&.'b auJ ill 
♦Extensive aod of p«m 

•hLaatAvM wrmehonse pemoe. in PjoUm. Lwd.vhnc 
^CoB^Irte mrcMiw) <4 »arrb-Krw aaJ «<Hkc t\|uapatcsd. 

Fnc an mfurnulv« [ul ,-nalJcl the bant AdimOiMrjUak urihcir J gents 


>.«mi iioaoKiMvas noiKtX 



Offices at: London • Birmingham • Bristol • Edinburgh 
Exeter • Glasgow • Ipswich • Leeds • Manchester 
Milton Keynes Newcastle • Nottingham • Winchester 


Humberts Leisure 
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Company for sale 

Espresso* u of interest air sought for 
the purchase cf the a+d shore capital m 
an established emfWQ) specialising it 
commercial vehicle contract hue and 
rental. The company operates m the 
South- nest of England and has a 
turnover m excess cfilMUhan. 

In the fira instance please address 
enquiries lo: 

Bar 86 161 . Fburmrtat Times. 
OutSuaOnrmt Bridge. LtudmSE19BL 


COMPUTER CONSUMABLES | 
North London 

- Stosave? M.’Sm - 

GP23 *. PBTU0DK 


CHESHAM. 

BECAUSE YOU ONLY SELL 
YOUR BUSINESS ONCE. 

And you know that ifs a scarce resource. 
So, why should you pay someone to produce 
the buyers? Perhaps you should talk to 

Cheshain. 

With confidential briefs from more than 
2000 PLCs, foreign multinationals and venture 
capitalists who are looking to buy successful, 
private companies worth between £1 milli on 
and £50 million, we ought to be able to help. 

If you would like a confidential discussion, 
please contact our Managing Director. 

CHESHAM 
AMALGAMATIONS 

Die first name in merger broking. 

Chesbam Boose, 2 Beotmck Street, London WIM 5RN. 
TOephooe: 0171-935 2748. 



By direction of the Charles Simpson Organisation 

A secure investment and 
management opportunity 

An important portfolio of 12 park home estates 
Circa ££m ground rent income pa 
Circa £lm rental income pa 
Circa £|m gross profit on sales 1997 
104 vacant plots/sales units and other development potential 
Head office on freehold town centre site 

Long established business 
with experienced management team. 

For sale as a profitable, well capitalised group 

12 BOLTON STREET MAYFAIR LONDON WlY 7PA 
TEL: 0)71 629 6700 FAX: 0J71 409 0475 
email: Jobn.Miichellt^bnmbcrra-leiaiirc.coni 
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Expansion Oppoi etwie^.vv .* -■ ; j 

Pro4actdriWrili!te4klF^ritatiaoBasinessfi^sa^e. . ' . 

J . - ’ c T:* ■ *\ j _ v ‘ 

>_ 'Traffic Matiageroeal. / am-vefllsuiee feduBby / •- 

Proriuct specified by 95%of Uocat Au^oritiea and', 
suppbad by a third party' ~ . 

♦ Stewig mterest froiii overseaa mflrkets ' __ .V * 

♦ Tar cover expected io be £1.3m £n 1998 findvery- 

---pr^taHe ■- - 

6 -Located in South We«f near motor»Hy jMtwcirk - r .* v '■ 

‘EorfijrtfM-MifijrTOatiJn please write to: ' ’ ; . 'j 

B«BflfiI!n8neMTSn«; ; ' ' . . ; ‘ 

Otwi S m rfli WB rlrBr Hgft, Tmaufityd MM 9H1. ' X ' ' 


i he property 
speciaiisis for 
golf 

and leisure 

businesses 


BRANDED SECURITY PRODUCT 


.-,ssd 






54 Brook Street 
London 
W 1A2BI- 
Telephone: 

0)71 49] Lv5 

lex: 

017! 49! 


PROFITABLE 
I HOTEL AND GOLF 
COMPLEX 

- Lincolnshire - 

I* Turnover in excess of £1 MBBon 

FOR SALE - FREEHOLD 

Chesterton 

H#H 



Cable 

PLC 


SS 1 OK SAM 


ibr m lie i4nm wf cot offer far ute the pbn aad cquipinaa of a 
COMPUTE IKON FOUNDRY «rd faf ihe prodmoon oT MWiw Aif iro p»« 

JOHN DEERE FOUNDRY 

ttantataGnur 

Cjuinj ••riffs a 3 - 230 i)T 
Aonoal mi« Bdooo m 
*■ hupoctlanbyp 


R fajrfebld 0 
AUCTIONS n 

PO.DOX5U7; 1410 AH Nmoka, Tte Nabatmih. 
1H.+3I +3) IOJ35W96366. 

E-fluih mW* fcirfieW-tiirthwMOin 


Large Modern Bottling Plant 
For Sale 


High Capacity, state of the art, production lines 
for bottles, tetras and cans. 

Ideal for large company seeking production facilities 
in Northern Europe. 


lo 3o* 55105. Financial T ; roas. 
SculnwaiK Sridsc. London. SEl SHL 




Jr a sou 


LAWRENCE 


NORTH CHESHIRE. 

Ijerastr xk r/Tcnag b * ufc hj Pntjec Tlcaya - 

MAJOR FUNCTION HOTEL 

IraAns * pmem Imn AlasdmMtamm.Edanimct^mus A 
.1 11.1.^ mnm >a a o[<inft far M. E w Bcw nMM R berlscOtaei. 
Chw rnwunn* mteMS.*! MKTtehmtl san^ai .«e oTMae fan 
nv far I3D *dwfa>- 

CumaJyr*cdAA3* 

Offer. In ibe rr^kD at Cl j MJOlea net tolled tiabjetr lo Coor 
Full Uefaik flpoo appbcuw* to 


Established Bulldiag 
Sorviees Consultants 

Opera tine UK u Earopf 
Hlda Hte»lc Clients 
Proil table Rmn r uinited Ca m a ^ y 
. Pee Totncwer i0C.t«i- 
dbt protix . 

Box SWW. FiaacuC Ti aer. 

Coe SpS.'MBt 

I o r da n su 9*. 


— Haulage & 

Warehousing 

Mattmtfv PiufiuMc. Sjta met SI oaUloe. 

OtffcllatiifeiHibnicboiitBf. 

Broad Star dsp aflooB- fane. 

Odbct iscija^ roiiiwnL 

Box Na B6Q96 Ftaaneial Tbocs, 
One SomJnwk Bridge, 
London SE19HL 



TEXTILE-IMPORTER/ 
WHOLESALER in GERMANY 




JP Fitzpatrick (Cable TV) Lid, RS Kennedy & Co Ltd 
and Crawshaw Robbins & Co Ltd and 
other group companies 

{In Receivership) 
Sale of business and assets 

The group specialises in csvfl engineering, cable laying and 
utility contracts. 

■ Turnover £50 million per annum 

■ Freehold premises - Wattord and Northants 

■ BS1 registration 

■ Variable contracts 

■ Vehicles, plant and equipment 

For further details please quote UtSty Cable Ftc when 
contacting The Joint Administrative Receiver. Fmbam 
O’Connell. Grant Thornton. Grant Thornton House. Merton 
Street. Euston Square. London NW1 SEP 
Tel: 0171 728 2430 Fax: 0171 383 4077 

Web Site: Wtpy/www.grart-thornlon.c».i^ 

Grant Thornton S 

Tnr L*. Tnrffa-t am c' Csat TTomlem tnlt.-naioroi 
-aSeuurt Dv maAW' ll Oiw^Tod Ai 1-ur^w*' 
m EngtoxJ Wtaiei is neit C' OOr^u 


For Worms Hon please write to: 

W. Besser 

Schwibbogenplatz 2B 
86153 Augsburg, Germany 



i* 


01963 351234 


' MMItetd Besedi 
Aiarm Security Crapany 
For Sale. 


. FOR SALE 

Contract Cleaning Co. 
LONDON/KENT 

T/0 S4A mffion pa. 


VMI* to Bb> MOM, ftMochrnau. 
OsaSgodsiwfcMrtBt, 

lairins TR1BHL 



IH'.iiirs.: \s:i H; 


hiini: \ iMi >w i ;i 


Head nffice and Ujo c hci ■ Midlands 
Well rajMjshcd trajwd pmimrl 
lUBjpawivaioa and profruWe 
Prirajali wd) 4p!) u 
Bai BM9B. Flnmridltos. 

One Snadntmh Bridge, laadm SB1 9UL 


Buying or Selling 
a Business? 

Casxt Kama Web hc or 
fetenr Ankss m nx 
zswiaKua 



■WUjhUHt/lBI 


BUSINESS 

SALE REPORT 

The No. 1 tsting of nectun 
^ampaiies lor safe*! the UK anfl Europe 


(T/o £lm+). 
Its REE b>Ssi tour con 


for sale. 


la««»MtlMNACOSIillSORIC 
Vtoiyprottatiia IteMaiunos Inconw 
OKA3SW NoteWMWlPMinMWY 

Qbk BGT05. FtaancW TbiWfc 
OnaSndroaifcfiHdBb 
iv Lorakn 5£l 9HL / 


r MAILORDER 1 

Smal l mail orter business setting 

high quality personalised goods 

direct and through cfaariry fairs. 
Some trade sales. [Ett- 1996) 
Write to Bos BW09, FWWBrae. 

OueSBaOwk BrUfc4 ' 
k LoadanSBlStHL A 


BUSINESSES 
FOR SALE 


Appeals in die F&nndaf Thnes 
every Tuesday, Friday and 
Satutdan For totbar hdon naUu n, 
or to advertise In this section, 
ptasa contact 
Wntair lYBirr in 
*4401718733349 


Vo a Skill 

AaaDkii Local Gd:de Isdi 
PeattnraE Eoiuiit 

■niraovor £160. BOO 
■CoS ccrqLn. Time aericK. 

<ixd aroetb roLivi^iol 
Price ^nl.- only irx> ispcrzo) 

V Turn, 

Oae Saitlnork iisidQe. 
tardee. si= 9E. 


EE to ast jour company to 
For subscription delate: 

0181-8750200 


For Sale 


Safes £5 million. 

££5K premABroaas prefa* 
Srcog Narioml BE*auer base, 
O w ner miri ng 

SonofioosBingmanaganoneim. 



kildb Services Limited 
and Centrex Limited 

Both in Administration 

The joint administrators offer for sale the 
business and assets of these long established 
training providers servicing the road transport 
industry sector. 

m freehold conference and training centres in 
Uvmgston I close to M8) and Telford both 
with expansion and development potential 
m 195,-157 $q ft. 26 acres {Livingston) 

262,935 sq ft. 30 acres (TeUordl 
m Leisure facilities at both sites with IZt beds 
at Livingston and 183 beds at Telford 
m Turnover £5m. Good customer base. 

■ 86 employees 

m Investment property in Gainsborough, 
Lincolnshire, 24,250 sq ft, 2.4 acres. 

For further details, please contact 
Hunter Kelly or David Riley, Ernst & Young. 
PO Box 61, 14 King Street, Leeds LSI 2JN 
Tel: 0113 285 5221 Fax: 0113 244 2241 


=H Ernst &Young 

nrUmMamulambmdFfwt&Smw-Uimu. 

*- 11—* r- t r4 --mill, 

BqtmdmdXOt.Wimy,*Jmm 


p^fand-Mj 
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COMPANIES & FINANCE: UK 


Clinton effect lifts Taylor Nelson 


By Alison Smith, 

Marketmg Correspondent 

A UK-quoted market 
research company has 
emerged as an unexpected 
beneficiary of the troubles 
facing US President Bill 
Clinton. 

Taylor Nelson Sofres. the 
world’s fourth largest mar- 
ket information company, 
said that Chilton Research 
Services, the US company it 
bought in May. was doing 
well out of the increased 
demand for opinion polling 
generated by Mr Clinton's 
predicament. 


TNS bought Chilton from 
Reed Elsevier, the Anglo- 
Dutch publishing group, for 
up to $7m cash. 

“Chilton does the ABC 
television network polls and 
is getting a lot of business 
from Bill and Monica," said 
Tony Cowling, TNS execu- 
tive chairman. "Gossip is 
really good for market 
research." 

TNS reported pre-tax prof- 
its up to £9.4m (Sl5-5m) In 
the first half of this year, an 
Increase of 70 per cent on 
last time. 

This partly reflects its pur- 
chase last November of 


French company Sofres, 
which helped the group's 
turnover rise from £45m to 
£159m. On a libe-for-like 
basis, the improvement was 
13 per cent. 

Mr Cowling said the real 
value to the group from the 
extra US polling was the 
higher awareness it pro- 
duced. 

He said: ,r We're getting 
polls every night on lots of 
programmes in America: the 
profile this creates is really 
good for us." 

David Lambert, a senior 
vice-president at Chilton, 
said ABC news it had com- 


missioned 15 polls in the last 
month alone. This was three 
to four times the level of 
polling the company would 
normally undertake for the 
client. 

Mr Lambert said: “It's 
unheard of - and it will con- 
tinue until there’s some kind 
of resolution. 

"Every time a new item 
comes out there’ll be an 
Interest in how it impacts on 
public opinion.” 

The Philadelphia-based 
company carries out an 
evening survey based on 500 
telephone calls across the 
US, and delivers the results 


for broadcast either late the 
same night or in the follow- 
ing morning's breakfast 
news programme. 

But while at times it may 
seem that there is only one 
topic on America’s mind. Mr 
Lambert said that businesses 
bad continued to commis- 
sion polls on other questions 
as they usually did. 

"1 haven't seen a slow- 
down based on this at all. 
The main difference is that 
clients who know we do the 
ABC polling are more likely 
to say in the middle of a 
business call: ’What’s the lat- 
est?*.” 


EMI shareholders sound a chorus of disapproval 


The music group finds itself beset with 
problems, explains Alice Rawsthorn 


O nly five months ago. Sir 
Colin Southgate. EMI’s 
chairman, told Edgar 
Bronfman Jr. Seagram's 
chief executive, that bis 
informal offer of 620p a share 
Cor EMI was too low, and be 
would have to raise it to 
about 700p. 

Mr Bronfman replied by 
jilting EMI to bid S10.4bn for 
PolyGram, the Dutch enter- 
tainment group. EMI's 
shares have since fallen, but, 
after a profits warning yes- 
terday. they slid by Sip to 
335p, less than half Sir 
Colin's asking price. 

The profits warning is 
another blow for EMI's 
shareholders, who have seen 
the UK music company 
stumble from problem to 
problem this year. As well as 
being spurned by Seagram, 
EMI has also been beset by 
trading difficulties, board- 
room rifts, and last week’s 
embarrassing episode when 
it painted itself as lead bid- 
- Jier for PolyG ram's film divi- 
sion only to drop out two 
days before the deadline. 

After so many disappoint- 
ments. how* can Sir Colin 
restore investors' confidence 
and defuse the threat of a 
hostile bidder for the world's 
largest music publisher? 

The crux of EMI's prob- 
lems is that, whereas the 
other “big five" record com- 
panies - Sony, Warner. 
Bertelsmann and PolyGram 
- belong to broadly-based 


entertainment groups. Its 
fortunes are determined by 
music market conditions. 

Since becoming chairman 
in 1989, Sir Colin bas sold 
the rest of the old Thom 
EMI industrial conglomer- 
ate. The disposals were 
widely interpreted as a pre- 
cursor to selling EMI to a 
larger group. After demerg- 
ing Thorn, he held talks 
with Bertelsmann and Walt 
Disney, as well as Seagram, 
but failed to agree terms. 

In the meantime, condi- 
tions in the global music 
market have worsened. Sales 
have slowed in Asia and 
Latin America, internet 
piracy has accelerated, and 
artists have found it far 
harder to sustain long term 
success. As a result, EMI has 
looked far less attractive to 
potential purchasers. 

Last year, EMI was also 
dogged by the strong pound, 
which contributed to a fall 
in pre-tax profits from 
£380. 5m to £307m ($505m). 

Sales of expensively pro- 
moted superstar albums 
have slipped below expecta- 
tions. Panmure Gordon now 
forecasts pre-tax profits of 
£242.5m this year before a 
£25m exceptional item. Ken 
Berry, who became head of 
EMI's recorded music last 
year, has cut costs by shed- 
ding more than 150 staff in 
the US and 230 in Japan. 

Sir Colin says EMI bas 
little scope for more cuts. 
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but he plans to prune over- 
heads further by rationalis- 
ing EMI's London properties. 
He hopes to steer EMI back 
to growth by making acqui- 
sitions in related areas of 
intellectual property. Buying 
PolyGram Filmed Entertain- 




ment (PFE) would have ful- 
filled that objective, but EMI 
"couldn't make the figures 
add up", said Sir Colin. 

Now. there must be a pos- 
sibility that one of EMTs old 
suitors, or a newcomer, such 
as News Corporation or 


Microsoft, could make a hos- 
tile bid. 

“A few books will be 
opened on us in the banking 
fraternity, that's bound to 
happen," said Sir Colin. 
“We've got to batten down 
the hatches.” 


Telewest 

placing 

postponed 

By Vincent Boland 


A £140m (5230ml placing of 
shares in Telewest Commit 
ni cations, the UK cable 
television group, was post- 
poned yesterday after inves- 
tors rejected the offer price, 
overshadowing the stock's 
debut in the FTSE 100 index 
of Britain's biggest compa- 
nies. 

Credit Suisse First Boston, 
underwriter for the placing 
of 100m Telewest shares, 
said the postponement was 
due to “market conditions". 
Hie FTSE 100 index closed 
down 65.3 points at 4,990.3 
yesterday. 

Bankers said CSFB had 
sought too high a price for 
the Telewest stake, which it 
was placing on behalf of Viv- 
endi. the French utilities 
group. CSFB would not com- 
ment 

Other bankers said a 
successful placing could 
have been executed if the 
selling price had been 3 to 5 
per cent lower than the 140p- 
a-share price the bank is 
understood to have asked. 
That represented a discount 
of about 11 per cent to 
Telewest’s price in the mar- 
ket 

Last week .a stake in 
Telewest owned by South- 
western Bell International 
was bought by MediaOne, a 
US cable operator, in a trans- 
action that bankers said 
worked out at 133.7p per 
share. 

Telewest shares closed 
yesterday at 155p, down 2p, 
but had earlier fallen to I42p 
because of the placing. 

Telewest is controlled by 
other cable groups and Its 
shares are illiquid, which 
would have been one factor 
in favour of the placing. 

CSFB is believed to have 
begun an accelerated book- 
building process for the plac- 
ing on Friday at a price 
above 140p a share, but had 
been unable to close the 
transaction. 

It returned to the market 
yesterday and bankers said 
the offer price had gradually 
been lowered to 140p. 

It is believed neither Viv- 
endi nor CSFB was prepared 
to sell the shares below that 
level.. 


COMMENT 


Drugs pricing 


The whiff of gunpowder as the UK government and the 
drugs industry start negotiating on prices suggests there 
will be no easy roll-over of a scheme that has suited big 
UK-based companies pretty well. Under the Pharmaceutical 
Price Regulation Scheme, the more research and manufac- 
turing a company conducted in the UK. the more generous 
the rate of return allowed: as much as 26 per cent on capital 
employed in some circumstances, j Although this has helped 
make the UK a benign base for dru-*y companies, the govern- 
ment may well see scope not oolyito tighten the regime but 
also to bring it into line with internador a! pee»-s. 

The government should be ablq to clamp down on price 
rises by the back door when an old drug changes hands. But 
disallowing certain price rises points to the much bigger 
issue of whether the UK should | adopt a system of price 
controls based on therapeutic benefit - as in France and 
Germany - or free pricing, as irj the US. Since prices, in 
state-funded European systems are lower than In the US. it 
makes more sense for the National Health Service to follow 
its European brethren. , 

For drugs companies, the outcome would hardly be shock- 
ing. They are used to state-funded (schemes being miserly on 
prices. Growth in their market lies partly in persuading 
health services to use more drugs for prevention and to 
avoid hospitalisation. But more tantalising is the market for 
lifestyle drugs, paid for by individuals. 
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UK restaurants 







Pizza Express 
Stato price relative to fin 
FT5£AD-Sftare Index 
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While other operators in the 
pubs and restaurants sector 
have warned of “diabolical” 
trading conditions, Pizra 
Express has seen steady 
progress in all areas of its 
business. Uke-for-like sales 
growth of 9 per cent reflects 
more than consumers trading 
down to the sub-£20 a head 
sector. Steak-frLtes chain 
Pierre Victoire's demise ear- 
lier in the year showed that 
being cbeap and cheerful is 
not enough to ensure suc- 
cess. All retail chains need a 
control freak at the centre 
ensuring value for money is 
offered consistently across 
the group. As the UK's share of food spending away from 
home rises from about 25 per cent to much-higher US levels, 
it will be groups with real purchasing economies - like Pizza 
Express - that are best set to prosper. 
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PizzaExpress up 42% 


* 


By David Blackwell 

PizzaExpress defied the 
gloom in the pubs and res- 
taurant sector with a 42 per 
cent rise in profits last year. 

The group, which is now 
adding Cafe Pasta pasta out- 
lets to take advantage of 
another rapidly growing 
market, suffered a setback in 
Iike-for-like sales because of 
the World Cup football tour- 


nament. But David Page, 
chairman, said like-for-like 
sales in the first eight weeks 
of trading were 5 per cent 
ahead. 

Pre-tax profits rose from 
£I6Jtm to £23m in the year to 
June 30. while sales jumped 
from £71.lm to £99.6tD. A 
final dividend of 3.2p will lift 
the total to 4J25p (3.35p). to 
be paid from earnings per 
share of 27_2p (20. Ip). 
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FIDELITY FUNDS 

SodtU d'lnvestissement a Capital Vuinhle 
Kanssltis House, Place delTtolle, 

BJ*. 2174, L-1021 Luxembourg 
RC Luxembourg B 34036 

NOTICE OF ANNUAL GENERAL MEETING 

Notice is hereby given that the Annual General Meeting of Shareholders of Fidelity Funds ('the Fund") 
will be held at (he registered office of the Fund in Luxembourg on Thursday 1st October 1998 ai noon 
local li me ro consider the following agenda: 

1. Presentation of the Report of the Board of Directors for the year ended 30th April 1998 

2. Presentation of the Report of the Auditors for Hie year ended 30th April 1998 

3. Approval or the balance sheet and income statement for the financial year ended 30th April 1998 
4 Discharge of the Board of Directors 

5. Election of eight (8) Directors, specifically the re-election of the following eight (8) present 
Directors: Messrs. Edward C Johnson 3dL Barry R. J. Bateman. Jean Hanrilius. Glen R. Moreno. 
Hclmcn Frans van den Horen. Dr. David J. Saul. Sir Charles A. Fraser, and fidelity Investments 
Luxenfcoafg S A. 

6. Approval of the payment of Directors' fees foe the period ended 30th April 1998 

7. Approval of an increase in Director's fees paid 1st May 1998 to 30* April 1999 

8. Election nf the Auditors, specifically the election of PhccwaierhniiscCoopers.LiixefiibO<ilg 

9. Approval of the payment of dividends for the year ended 30th April 1 998 and authorisation to the 
Board of Directors to declare further dividends in respect of the financial year ended 30th April 
1W8 if necessary to enable the Fund to qualify for (fistributor status’ under United Kingdom and 
Irish u» laws 

10 Consideration of such other business as may properly come before the meeting. 

Subject to the limitations imposed by the Articles of Incorporation of the Fund with regard to ownership 
of shares by US persons or of shares which constitute in the aggregate more than three percent 13%} of 
the outstanding shares, each share is cnntkd to one vote. Shareholders are invited to attend and vote ar 
the meeting or may appoint another person to attend and vote. Such prosy need not be a shareholder of 
the Fund. 

Holders of Registered Shares may vote by prosy by returning to the registered office of the Fund the form 
or'repstered shareholder proxy sent to them. 

Holders of Bearer Shares who wish to attend the Annual General Meeting or vote at the Meeting by 
pro \v should contact the Fund, or one of the following institutions: 


in Luxemboun; 

fidelity Investments Luxembourg S.A. 
KonsaJlis House 
Place de nitrile. B.P. 2174 
L-1021 LUXEMBOURG 

in the United Kingdom 

fidelity ImeMmcnts International 
OakhiJl House 
1 30 Tonbridge Rood 
Hi! den through 
KENTTN II 9DZ 

in Ireland 

Bradwdl Limited 
41 -45 St. Stephen’s Green 
DUBLIN 2 


Bankas Trust Luxembourg S A. 
14. bd. F.D. Roosevelt 
L-2450 LUXEMBOURG 


in Nonius- 

Oslo Finans As 
P.O. BOX 1543 Vika 
N-01 17 OSLO 


in Sw eden 

SvensJea Handelsbanfcen 
Bldstebolmstoig. 1 2 
10670 STOCKHOLM 


To be valid proxies must reach the registered office of the Fund on the 28th Sepremta; 1993 at 11.00 
(Luxembourg time) ai the latest. 

Dated: 28th July 1998 

By Order of the Board of Directors 


Fidelity 
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More Group buys in Decaux territory 
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By Andrew Edgecfiffe- Johnson 


More Group, the bus shelter 
and billboard group taken 
over by Clear Channel of the 
US in June, has made a fur- 
ther incursion Into the home 
territory of its main rival, 
Decaux of France. 

More, bought for £4 75m 
(8798m) after a bitter take- 
over battle between Clear 
Channel and Decaux, is 


RESULTS 


spending FFr495ra ($87m) to 
buy Sirocco, the French out- 
door advertising subsidiary 
of Independent Newspapers. 

Sirocco’s 22,000 street fur- 
niture panels, while dwarfed 
by Decaux’s 70,000 panels, 
will significantly increase 
More’s presence in France. 
In 1997, More made just 7 pa* 
cent of its sales in France, 
after it won a contract to 
supply 1,400 panels on bus 


shelters and bicycle racks in 
Rennes. 

Roger Parry, chief execu- 
tive of More, said yesterday 
that Sirocco was not a direct 
competitor to Decaux, as the 
smaller group concentrates 
on towns with a population 
below 50,000 whereas Decaux 
targets larger cities. 

He said the main advan- 
tage of buying Sirocco was 
that it would provide a plat- 


form for targeting similar- 
sized towns in Belgium. 
Italy, Spain and Germany. 

Mr Parry said that because 
of the recent fall in stock 
markets. More might not 
have been able to buy 
Sirocco were it not for Clear 
Channel's takeover. 

Sirocco made FFr 10.5m in 
operating profits in the first 
half of 1998, and had net 
assets at June 30 of FFrl99m. 
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Australia 


Tuesday November 24 


For further information please contact: 

Jenny Middleton in London 
Tel: +44 171 873 3794 
Fax: +44 171 873 3204 

or Brigette McAJinrien in Hong Kong 
Tel: +852 2905 5554 
Fax: -852 2537 1211 

financial times 

No FT, no comment. 
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Europe takes another tumble 


FT SYNTHETIC EURO RATES 
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EUROPEAN OVERVIEW 


By Philip Coggan, 
Markets Editor 
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More concerns about 
European profits, a sell-off In 
Asia and nervousness as the 
video of President Clinton’s 
testimony was aired ensured 
that European markets had 
another bad day yesterday. 

The FTSE Eurotop 100 
index dropped 73.31 or 3.1 
per cent to &271.06 while the 
broader Eurotop 300 index 
fell 34.51 or 3.4 per cent to 
986.86. 

The FTSE E-bloc 100 index, 
which comprises stocks 
based in the core single cur- 


rency countries, suffered 
most of the three, falling 
3&28 or 4.8 per cent to 806.6. 

The profit warning from 
Philips sent shares in the 
Dutch electronics group 
down Ecu 7.7 to Ecu 37X15 
while Alcatel, which warned 
last week, fell a further Ecu 
6.9 to Ecu 77.44. The sector 

fell 5 per cent on the day. 

' But that was not the worst 
performing sector of the day. 
Construction claimed that 
tarnished cr o wn, falling 9.1 
per cent as Bouygues 
dropped Ecu 25.7 to Ecu 
136.82 ahead of results 
released today. 

A few sectors did manage 
to edge up. and the defensive 


utilities sectors outper- 
formed the overall market 
again, as they have consis- 
tently since the world mar- 
ket correction began in mid- 
July. 

Some believe that Euro- 
pean equity markets may 
have fallen far enough. “We 
believe the positives that 
have made Europe one of the 
most attractive equity envi- 
ronments in the world dur- 
ing the past two years are 
still intact," says the Euro- 
pean strategy team at Gold- 
man Sachs. 

"Our favourite valuation 
models indicate that Euro- 
pean equity markets in 
aggregate are selling at 


somewhere between fair 
value and a 15 per cent dis- 
count to fair value. We are 
currently looking for a broad 
rise in European equities 
over the next 12 months in 
the range 10 per cent to 15 
percent" 

Figures published by BT 
Alex Brown showed that the 
market decline in August 
was not accompanied by 
heavy selling. 

Trading volumes fell, as 
they usually do, in a holiday 
month. Domestic volumes 
(those recorded on local 
exchanges) fell 15.4 per cent 
and International volumes 
(those recorded on SEAQ 
International) 30.4 per cent. 
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US long-bond yield approaches 5% 


governmentbonds 

By John Labate in New York 
and Khozsim Merchant 

in London 

US Treasuries bad another 
strong morning with volatile 
trading, with the long bond 
yield moving closer to the 5 
per cent level, as equities 
plunged on the televised 
release of President Bill Clin- 
ton’s grand jury testimony. 
Treasuries set the pattern of 
trading in the main Euro- 
pean markets. 

In the US. by early after- 
noon the benchmark 30-year 
bond was up 1 to MKP'b, send- 
ing the yield down to 5.033 
per cent. Treasury' bills fell, 
but short-term notes gained 
ground. The two-year note 
rose £■ to lOOiS. yielding 4-585 
per cent, and the 1 0-year 
note rose £ to 107-1 1, yielding 
•1.619 per cent. 

Mr Clinton's testimony, 
which was expected to run 
for more than four hours, 
continued into the after- 
noon. The testimony, added 
to the latest profits warnings 


and volatility in overseas 
markets, sent buyers into 
the Treasury market. 

Prior to the market's open- 
ing. overnight activity 
suggested a strong opening 
for Treasuries. 

“The international finan- 
cial concerns were there, 
with the Nikkei down 380 
points,” said Richard GU- 
hooly. international bond 
strategist at Paribas Capital 
Markets in New York. “It 
was a combination of Asian 
concerns, European stock 
markets weakening and the 
advent of the Clinton testi- 
mony." be added. 

In what is expected to be a 
moderate week for fresh eco- 
nomic reports, durable goods 
and GDP estimates are due 
on Thursday, with personal 
Income data expected on Fri- 
day. 

The major event will come 
early the following week 
when the Federal Open Mar- 
ket Committee meets to 
decide interest rate policy. 

“We're in for a choppy 
trade before next Tuesday, 
but the market's probably 


St George’s 
Bank to return 


IMTERMATiqNAL BONDS 

By Edward Luce 

St George's Bank, the 
Australian bank, will return 
to the eurobond markets 
today with its second mort- 
gage-backed offering this 
year. The USS325m bond, 
split into two tranches, will 
follow a $500m offering ear- 
lier tbis year. 

Deutsche Bank, sole lead 
manager and prouder of the 
swap for the borrower, said 
the mortgage-backed market 
bad been relatively 
unscathed by the broader 
market turmoil in the past 


World bond prices 
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10 YEAR BENCHMARK SPREADS 

Spud Spread 
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INTERNATIONAL CAPITAL MARKETS 
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not going to make much 
headway oue way or the 
other,” said Patrick Dimick, 
Treasury market analyst at 
UBS Securities. 

GERMAN BUNDS hit post 
1945-highs but. as Joanne 
Co llins , senior economist 
and strategist at Daiwa 
Europe, said, this was “more 
a reflection of external fac- 
tors”. 

The December futures con- 
tract closed at 11438 after 
giving up early day gains. 


This was against a backdrop 
of weak share prices, with 
the Dax index weakening 4 
per cent by the close. 

In the cash market the 
yield on 10-year bunds fell to 
another record low, of 338 
per cent, on turnover of 
482,400 contracts on the 
Deutsche Tenninbflrse. 

External factors, such as 
stock markets, emerging 
markets and the US political 
uncertainty, remain the 
main drivers behind the 
flight from equities to safe 
haven bonds in Germany 
and other European coun- 
tries. 

The unravelling of the Jap- 
anese government's rescue 
plan for the troubled Long 
Term Credit Bank of Japan 
weighed on the markets, too. 

This further convinced 
markets that Japan was 
incapable of delivering 
enduring policy solutions. 
For good measure, Japan’s 
credit rating was down- 
graded. 

In UK GILTS, the Decem- 
ber future ended at 115.55, 
up 0.5 from Friday. The 


spread to the benchmark 
German bund narrowed to 
107 basis points. 

In the cash market, 10-year 
gilts yielded 4.90 per cent, 
the lowest since the mid- 
1950s. The yield on the TVS 
December 2007 gilt fell to 
4 j 39 per ceui. 

Turnover on Ltffe was 
50.500 contracts. Weak 
shares prices encouraged 
bond market sentiment The 
FTSE 100 fell 13 per cent 
ami d a continuing gloomy 
corporate outlook. 

“After a week of bond- 
friendly news, such as a soft- 
ening Inflationary outlook 
and slower earnings growth, 
we were expecting gilts to 
underperform as there is 
little economic data on the 
UK economy this week and 
we are a fortnight away 
from the Bank of England's 
next MPC meeting." said Ms 
Collins. i 

“But our expectations | 
were reversed." she said, 
adding that sterling’s 
strength against the dollar 
appeared to have underpin- 
ned bonds. 
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New international bond issues 


few weeks. This was partly 
because investors liked the 
added security of collateral 
on AAA-rated deals. 

Nevertheless, spreads on 
MBS deals have widened in 
the secondary markets since 
mid- August and Crusade 2 
(the vehicle that will launch 
the securitisation) is expec- 
ted to be priced at a slightly 
wider margin than the previ- 
ous offering, which came at 
a margin of 18 basis points 
over Iibor. 

The bond, split into a 
S3l4m AAA-rated tranche 
and an Slim doubie-A minus 
tranche, will be priced today. 
It is collateralised on resi- 
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Final terms. non-caBabie unless stated. Yield spread (aver relevant government bond) at launch supplied by lead manager, i 
Floating- rate note. nSemr-amuaJ coupon. Ft (bred re-offer pries: lees shown at re-offer levOL al) 3-mth Lfcor +30bp. a2) 
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dent Lai Australian mort- 
gages of between one and 
five years with an average 
maturity of 3.6 years. 

Last week, MBNA issued a 
£400m deal based on credit 
card receivables. Several 


other securitisations have 
been successfully distributed 
in the midst of some of the 
worst secondary and pri- 
mary market conditions in 
recent memory. 

Elsewhere, AAA-rated bor- 


BOND FUTURES AND OPTIONS 

France 

■ wonomi fubich bond futures (mate) msoomo 

Open Sen price Change Ugh Low 
Dec 11045 11070 *070 11099 11045 


■ LONG TERM FRENCH BOND QPTKWS (MATE) 


Eft voL Open M. 
no 109.367 


rowers such as RABOBANK 
and the WORLD BANK con- 
tinued to place offerings. 
However, there was scant 
sign of any lower-rated bor- 
rowers preparing to come to 
tbe market. 


■ ECU BOND HIMES (NAIF) EOI1 00,000 
Open Seapnce Change 
Dec - 108.88 *074 

US CORPORATE BONDS 


By Edward Luce, Capital 
Markets EdRnr 

The Financial Times from 
today includes a daily table 
of interest rate swaps as part 
of its drive to provide a com- 
prehensive daily snapshot of 
global capital markets. 

The table includes tbe 
D-Mark until January, when 
it disappears, the Ecu, yen , 
and US dollar, and maturi- 
ties from one to 30 years. 

The decision to include the 
data, provided by InterCapi- 
tal Brokers, a leading money 
market broker and informa- 
tion provider, follows the | 
exponential growth of the 
over-the-counter swaps mar- 
ket in the past few years. 

The market which has 
I grown five-fold since 1992, 
according to some estimates, 
has become increasingly 
commoditised with the 
development of both a longer 
and more liquid yield curve. 

Some analysts believe the 
euro-denominated swaps 
curve could serve as a 
benchmark in competition 
with German and French 
government bonds after 
monetary union in January. 

In recognition of this, the 
London International Finan- 
cial Futures and Options 
Exchange will next month 
launch a fixtures contract 
based on the 10-year and 
five-year swaps rate in 
euros. Tbe contract, based 
on Ubor, has been set up to 
compete with 10-year Ger- 
man government bond 
future contract at the Deut- 
sche Tenninbhrse. 

In other respects, the OTC 
swaps market is expected to 
continue growing, partly as 
a result of the climate of 
lower and more stable inter- 
est rates in the leading cur- 
rency markets. 

See Euro Prices page 


By Vincent Boland 
11 

The Greek government is to 
raise at least Elba through a 
bond issue that can be 
exchanged for shares in com- 
panies targeted for privatisa- 
tion, as it seeks to make tan- 
gible its commitment to 
qualifying for European 
Monetary Union by 2001. 

The bonds, known as pri- 
vatisation certificates, 
details of which were 
announced yesterday, aim to 
raise E500m from interna- 
tional investors and a simi- 
lar amount from domestic 
investors, including a signifi- 
cant portion targeted at the 
retail market. 

Nikos Christ odoulakis, 
deputy finance minister, said 
the government wanted “to 
create a sense of momen- 
tum" around its pledge to 
increase the pace of privati- 
sation and would mar ket the 
certificates heavily to Greek 
retail investors. 

“This is a very public com- 
mitment to privatisation and 
proves how determined the 
government is to going 
ahead with it,'’ he said in 
London at the start of a 
road-show to introduce the 
issue to international inves- 
tors. 

All investors buying the 
certificates will be given pri- 
ority allocations of shares in 
companies being privatised 
and will be able to acquire 
those shares at a 5 per cent 
discount to the privatisation 
price in every case, using the 
bonds as payment 

Up to 40 per cent of every 
privatisation issue being 
sold in tbe public markets 
after January 1 is to be 
reserved for holders of the 
certificates. Companies 
likely to be privatised soon 
in which shares can be 


acquired in this way include 
banks, telecommunications 
and energy companies. 

However, the third instal- 
ment of the privatisation of 
OTE, the national telecoms 
group, is not Included. Mr 
Christo do ulakis said road- 
shows to sell a 15 per cent 
stake in OTE were scheduled 
to begin in three weeks, in. 
spite of the recent downturn 
in world stock markets. 

The E500m tranche of the 
issue aim ed at international 
investors will have a life of 
five years and pay Interest at 
3 per cent a year. The domes- 
tic tranche will be for a min- 
imum of DrlTObn of zero- 
coupon certificates with a 
life of three years issued at a 
discount to par. 

Books for tbe international 
tranche and the institutional 
part of the domestic tranche 
close next Tuesday, when 
the issue will be priced. 

Retail investors will be 
given anotber three days to 
participate. National Bank of 
Greece, Paribas and EFG 
Eurobank are lead manag- 
ers. 

Bankers said the yield on 
the euro tranche of the pri- 
vatisation certificates would 
be equivalent to a notional 
five-year Greek eurobond 
issue, while tbat on the 
domestic tranche would 
equate to the yield on three- 
year Greek government 
bands. 

The structure of the certif- 
icates means that if the gov- 
ernment fails to privatise 
during the five-year period it 
will have to compensate 
investors at redemption. 

“It will be cheaper for us 
to privatise." Mr Chrlstodou- 
l a Ids said, describing the cer- 
tificates as an incentive to 
go ahead with the sales of 
state assets. 
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CURRENCIES & MONEY 


Dollar weakens with stock markets 


MATOflETSRHWT 

By Simon Kuper 
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Another bad day on Wall 
Street dragged down the dol- 
lar against the D-Mark, as 
currency traders coaid see 
no end to the troubles in 
global stock markets, shares 
fell around the world, but 
the dollar suffered most 
because the US stock mark e t 
is the world's largest Cur- 
rencies were more stable 
than shares, with many For- 
eign exchange investors 
waiting out the turmoil. 

Late in the day the dollar 
received a small boost from 
the videotape of President 
Bill Clinton's testimony to a 
grand jury over the Lewin- 
sky affair. Mr Clinton's testi- 
mony was generally thought 
to contain nothing that 
would lead to his impeach- 
ment. ft was embarrassing, 
but that had been antici- 
pated. 

The dollar gainprf against 
the yen, as Japan's govern- 


ment and opposition said 
they had (tone no deal yet on 
banking reform, contrary to 
earlier reports. 

The Swedish krona tum- 
bled after Sweden's elections 
on Sunday looked like prod- 
ucing a weakened, left-lean- 
ing minority government. 
The krona dropped from 
SKr4.636 to SKri.717 against 
the D-Mark. 

The Danish central bank 
again intervened for its 
embattled krone. 

The dollar bounced off 
technical support at 
DM1.6740 to the D-Mark, 
after falling sharply early in 
the day. The currency closed 
in London 09 ptg down at 
DM1.683. Against the yen. It 
rose Y0.6 to Y133.4. The 
D-Mark gained YQ.78 against 
the yen to Y79-30. 
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■ It was no great shock 
when some of the shakier 
emerging markets nations 
imposed capital controls to 
stop foreigners taking their 
money out at will. Russia 
and Malaysia were never 
tree-market fanatics. How- 
ever, it came as a surprise to 
hear yesterday that Ger- 
many might follow suit. 

Oskar Lafontaine. tipped 
to become finance minis ter, 
if the Social Democratic 
Party win Sunday’s general 
election, said It was time to 
control mn-away currency 
speculation. Free exchange 
rates were a mistake, he told 
Reuters, because they 
“opened a global casino 
within which there is specu- 
lation everywhere, regard- 
less of international develop- 
ments.’’ He said his ideas 
fitted a proposal by Paul 
Volcker, head of the Bretton 
Woods Commission, which 
calls for closer ties between 
the dollar, yen and euro. 

Mr Lafontaine' s comments 
went far further than pro- 
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posals by Tony Blair, UK 
prime minister, to increase 
openness in financial mar- 
kets. 

■ Brazil, which has been 
suffering more than Ger- 
many from free flows of capi- 
tal, said yesterday that It 
would not impose exchange 
controls. Pedro Malan, 
finance minister, pledged: 
“Brazil will not impose con- 


trols on capital flight. It will 
not carry out any one-time 
currency devaluation of the 
reaL” About S15tm has left 
Brazil already this month, 
after $L3bn fled in August. 

Mr Malan seems to think 
that the US is about to save 
the real “I believe that on 
September 29 the Fed will 
announce a reduction in 
Interest rates,” he said. Per- 
haps he knows something. 

■ Helmut Kohl must feel 
sometimes that nobody 
cares. After 16 years as Ger- 
man chancellor he seems 
likely to be voted out of 
office on Sunday, but the 
currency market is not pay- 
ing attention. Even the pros- 

■ OTHER CURRENCIES 
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pect that he might be 
replaced by an unstable 
“grand coalition" between 
Left and Right is failing to 
put people off the D-Mark. 

Avinash Persaud, global 
head of foreign exchange at 
J.P. Morgan in London, 
explains that since the inde- 
pendent European central 
bank will soon be setting 
monetary policy, the rele- 
vance of German politics to 
currencies is slight. 

What seems to be worry- 
ing the market more is the 
Idea that the European econ- 
omies are slowing down. 
Carl Weinberg, chief econo- 
mist at High Frequency Eco- 
nomics in New York, notes 
Germany's flat retail sales, 
flagging exports, and the 
recent weak Ifo survey of 
business confidence. “All 
evidence points to a slow- 
down,” he said. Mr Persaud 
said investors were still 
unable to gauge the relative 
degrees of damage to Europe 
and the US from the global 
market turmoil. 
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COMMODITIES & AGRICULTURE 


Liffe to allow bulk cocoa deliyeries 


By Pad Sohnan 

The London International 
Financial Futures and 
Options Exchange is to allow 
bulk delivery of cocoa 
against its cocoa futures con- 
tracts. 

This is one of several con- 
tract changes announced 
yesterday. Others include a 
premium for high-quality 
cocoa, a one-day notice 
period for physical delivery 
and a test for consistency. 

The changes will take 
effect from the May 2000 con- 


tract which starts trading on 
October 1 this year. 

“Lille's cocoa contract has 
been traded since the 1930s 
and Ufie has maintained the 
10-tonne trading unit for 
deliveries against the con- 
tract.” said Peter Blogg, 
commodity products devel- 
opment manager at Liffe. 
"However, larger and larger 
amounts of cocoa axe being 
shipped In bulk and we 
believe that allowing deliv- 
ery of bulk units against the 
contract will give it a 
broader range of appeal.” 


The 10-tonne standard 
delivery unit, or lot. in bags 
will be maintained, but Liffe 
is adding a "large” unit of 
100 tonnes in bags and a 
“bulk” unit of 1.000 tonnes 
in flat storage. 

The futures exchange is 
also broadening the range of 
cocoa that may be delivered 
against its contracts. Mr 
Blogg said premium pay- 
ments would reward suppli- 
ers for better quality ship- 
ments, while there would be 
discounts for poor quality. 

“It's important to send the 


message that we value well- 
prepared. good quality 
cocoa." he said. 

Current procedures mean 
cocoa is checked for weight, 
quality and infestation. 
Under the new measures, a 
homogeneity test will be car- 
ried out to ensure that large 
shipments are of consistent 
quality. 

Mr Blogg said Liffe bad 
carried out nine months of 
extensive research and con- 
sultation within the industry 
before agreeing the contract 
changes. 


“We reviewed the world 
market, settlement mecha- 
nisms, looked at methods of 
shipment, storage and 
onward transportation and 
consulted brokers, ware- 
house keepers and traders.” 
Mr Blogg said. 

“We wanted to ensure the 
Liffe cocoa contract remains 
the benchmark for trading 
and hedging in cocoa.” he 
added. 

Lfffe's cocoa futures mar- 
ket volume was 1.8m con- 
tracts last year, with average 
daily volume at 7,340 lots. 


Brighter outlook for 
Pakistani cotton 

A bumper harvest is in prospect and 
prices have risen, writes Farhan Bokhari 


O fficial forecasts predict- 
ing a bumper cotton 
harvest in Pakistan for 
the first time in nearly three 
years have lifted the mood 
among cotton producers. 

The latest official esti- 
mates that Pakistan would 
produce 10.Sm bales, more 
than 30 per cent up on last 
year, have raised the price of 
cotton in the domestic mar- 
ket by almost 15 per cent. 

Unlike previous years, 
when news of a large crop 
drove prices down on expec- 
tation of an abundant sup- 
ply. the trend has reversed. 

Reports of crop damage 
after the recent floods in 
China have added to domes- 
tic exporters' view that 
prices will remain high in 
international markets. Offi- 
cials believe the improved 
outlook is the result of sup- 
portive weather conditions. 
Efforts to tackle the wide- 
spread adulteration of cotton 
crop pesticides and educa- 
ting farmers on farming 
techniques have also helped. 

In the villages outside 
Multan, the capital of the 
cotton growing belt, farmers 
spend part of their evenings 
watching the popular Sana 
aur Chandi television show. 


The programme is based 
on a farming couple dealing 
with occasional crises 
between good harvests. It is 
a comedy soap opera but 
includes serious discussions 
on far ming techniques. 

“We have tried giving use- 
ful messages that weren’t 
conveyed In the past.” said 
Jebangir Tarin. chairman of 
the provincial task force on 
agriculture for Punjab prov- 
ince, where almost 80 per 
cent of the crop is grown. 
“One of our main messages 
is. ‘do not spray blindly, 
because in the process you 
also destroy pests that are 
friendly'." 

The government says the 
deployment of up to 5.000 
pest traps on cotton farms 
has also helped to step up 
monitoring for evidence of 
imminent pest attacks. 

Mr Tarin says this year's 
campaign against traders 
diluting pesticides to make 
them stretch further has 
made a difference. 

“The bad guys just fled," 
says Mr Tarin. The number 
of pesticide dealers in the 
Punjab has fallen from 15,000 

to about 6,000. 

However, critics warn that 
initial crop estimates could 



Pick of the crop: the outlook for cotton could set the pace for Pakistan's trade performance 


have been exaggerated to lift 
cotton prices in the short 
term. Although agriculture 
department collects data 
from fields, it is a huge 
undertaking covering almost 
6.7m acres of land in the 
Punjab and Sindh. 

"Without sophisticated 
techniques like satellite 
imaging, nobody can do the 
task without a large margin 
of error." says one scientist. 

Some farmers also criticise 
Pakistan's cotton research 
establishment, arguing that 
scientists must be held 
accountable for their failure 
to introduce seed varieties 
resistant to pest attacks. 

Some believe research 
standards have fallen 
because of infighting among 
researchers and that scien- 


tists becoming embroiled in 
politics through seeking 
patronage from ruling politi- 
cians has affected standards. 

Ahrar Khakwanl, a farmer 
with 300 acres of crop land 
outside Multan, says: “Our 
researchers must be asked: 
'Why have you not produced 
new varieties well in time to 
anticipate upcoming prob- 
lems?' Our cotton research 
institutions need to go 
through a mqjor overhaul." 

Sidilique Akbar B ukhar i, 
another farmer, says scien- 
tists have failed to “remain 
ahead of the game, to pro- 
duce varieties that are pest- 
resistant and ultimately to 
become self-sufficient rather 
than relying on imported 
crop varieties for acclimatis- 
ation to local conditions". 


But Mr Tarin says that in 
spite of some problems, the 
government has made a 
fresh start this year. He has 
promised to focus next year 
on improving the quality of 
raw cotton, which suffers 
from a 15-20 per cent price 
discount because of contami- 
nation after picking. 

The result of many such 
efforts could set the pace for 
the Pakistan economy. Its 
leaders, fighting to stave off 
an impending foreign debt 
crisis, have promised to bal- 
ance its international trade 
deficit by the end of the cur- 
rent financial year. 

Many experts say the out- 
look for the cotton crop 
could set the pace for Pakis- 
tan's trade performance in 
years to come. 


Gold 
lifted 
by short 
covering 

MAmSfSROTRT - ' 

By Kenneth Gooding, Robert 
Cordite and Raul Sohnan 


President Bill Clinton's 
“video nasty”, as it was 
dubbed by some traders, 
slowed business in the met- 
als markets. 

Gold was a little higher in 
London because of short-cov- 
ering ahead of the presi- 
dent's televised testimony in 
the Monica Lewinsky affair, 
traders suggested. 

In the afternoon in Lon- 
don, gold’s price was “fixed" 
3t $292-95 a troy ounce 
ag ains t $290.10 on Friday 
afternoon. 

Platinum and palladium 
closed lower on the London 
bullion market in spite of 
news that 450 union mem- 
bers bad been locked out of 
Tm pala pla tinum 's refineries 
complex in South Africa. 

Crude oil prices continued 
to firm as Caribbean storms 
threatened to disrupt refiner- 
ies. 

Brent Blend for November 
delivery was quoted at $14.35 
a barrel in late trading on 
London's International 
Petroleum Exchange, 18 
cents up on Friday's close. 

Amerada Hess announced 
that Its 545,000 barrel-a-day 
refinery on St Croix in the 
US Virgin Islands - the big- 
gest in the western hemi- 
sphere - had shut because of 
the hurricane threat 

The price boost will please 
producers, but the latest 
report from the Centre for 
Global Energy Studies in 
London warned that weak 
demand continued to under- 
mine prices. 

Coffee prices fell, with the 
benchmark second-position | 
November contract on the | 
London International Finan- 
cial Futures Exchange down 
610 at $1,558 a tonne. 

Brazil's 1996-93 crop is esti- 
mated at 35m bags against 
23m the previous year, and 
Colombian production is 
ahead of expectations. 


Russian crisis 



expected to hit 
poultry trade 


By PauISofanan 


Russia's financial crisis and 
currency devaluation are 
likely to hit the global mar- 
ket for poultry meat this 
| year, according to the UN 
Food and Agriculture Organ- 
isation. 

Russian and Chinese 
imports have fuelled expan- 
sion in meat trading during 
the 1990s, the FAO said in its 
latest Food Outlook report. 

“Large purchases of poul- 
try by the Russian Federa- 
tion during the first months 
of the year are forecast to 
come to a halt during the 
last quarter, following the 
currency devaluation last 
August and the tightening of 
import tariff collection," the 
FAO said. China is lowering 
poultry imports because of 
larger domestic supplies and 
slack ening demand. 

As a result world trade in 
poultry meat is forecast to 
rise by only l per cent to 6m 
tonnes in 1998. 

International prices for 
poultry have averaged 15 per 
cent less from January to 
May this year compared 
with the same period in 1997, 
the FAO said. “An even 
steeper fall could occur dur- 
ing the rest of the year, 
depending on the effects of 
the financial crisis in the 
Russian Federation on 
global impart demand-" 

The FAO puts global meat 
production at 219m tonnes 
this year, up 2 per cent. 


World cereal output in 

1998 is expected to fall 1 per 
cent from last year's record 
to 1,892m tonnes. 

“Tbe global stock- to-utfl is- . 
ation ratio in 1998-99 at 173 
peT cent would remain - 
within the 17-18 per cent ( 
range that the FAO secretar- I 

iat considers the minimum . 
necessary to safeguard world ' 
food security.” the FAO said. ‘ 

However, it said food , 
emergencies were now • 
afflicting 40 countries, • 
mainly due to the El Niflo 1 
and La Nlfia weather pbe- _ 
nomena in Africa, Latin • 
America and Asia. 

Wheat and coarse grain 
prices remain under pres- 
sure from favourable 1998 
crop prospects and stagnant 
import demand. 

“Export prices for wheat 
are now 30 per cent below a 
year ago and at their lowest 
levels since the early 1990s," ; 
the FAO said. 

World fish production was 
122m tonnes in 1997, virtu- 
ally unchanged from tbe 
record in 1996. according to 
preliminary' estimates. 

This year, a large increase 
in China is expected to be ' 
mostly offset by a smaller 
catch in South America - 
also attributed to the 
adverse effects of El NiAo. 

Shrimp remains the main 
fish commodity traded inter- 
nationally, with 20 per cent 
of the fish and fish products 
market by value, followed by 
tuna, at ll per cent. ' 
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BASE METALS 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 
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LONDON METAL EXCHANGE 
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Ad 

231 .re 

-625 23325 229.75 

2288 33.879 

Sep 

23800 

-0.75 239.00 23725 

388 5JB3 

Tend 



42,711 324JJ35 

■ 8ARLET UFFE 000 tunes E aer asmet 

Sap 

71 OQ 

+025 

_ 

Has 

7200 

+025 

- 899 

Jan 

7*25 

♦025 7425 74.® 

15 464 

Mu 

75.75 

♦025 

00 

May 

76.75 

*025 

23 

ToW 



1,448 

■ SOYABEANS CBT fS.DOObu mrq crnteKM) buaiefl 

Sep 

532 00 

+9® 533® 526® 

497 450 

Ns* 

524 00 

+125 527.75 519® 28.478 92.901 

Jan 

53500 

*125 538X10 530® 

2.762 25.875 

Mu 

544.75 

+OJ0 5*6® 5*650 

1266 193*6 

May 

554.75 

+050 55750 551® 

848 7.50* 

Jut 

562.75 

-0 50 566 JO 56a® 

2J61 16755 

TaW 



B212 161^88 

■ SOYABEAN OB. C8T I6a000br certs/tl 

Sap 

25.55 

-0.10 25.72 2555 

1.116 889 

Oct 

SSJ4 

-6® 25.75 25.50 

7.B01 25.339 

Dec 

25.72 

-0.12 25J8 25.68 11 J23 46513 

Jan 

25 70 

-608 2580 25.51 

2.1B1 11.112 

Mar 

25 JO 

-0.13 25® 2545 

1.974 1 5.%? 

M*r 

25 37 

-6® 25*5 23 30 

1.383 7.924 

ToW 



25230 126000 


■ SOYABEAN MEAL CUT (100 bra: StOll 


Sep 

125J 

+2.0 

726.3 

122J 

6315 

761 

Oct 

126.1 

*15 

126.5 

1238 

7.935 20,760 

Dec 

73 9 

+1.6 

1305 

727.4 10J45 67.542 

Jan 

132_\ 

+13 

132.7 

13D0 

1.890 

15953 

Mar 

1359 

+IJ 

137.4 

134.6 

1.112 

14.416 

May 

146 B 

+1.4 

141 J 

1389 

543 

7701 

ToW 





26864 136090 

■ POTATOES UFFE (20 tonnes E per tomet 


Km 

®6 

_ 

• 

_ 

_ 

3 

Mar 

ISO 

+2.0 

• 

- 

* 

— 

Apr 

150 X) 

*2.0 

151D 

148 0 

121 

2JO* 

May 

1600 

+2.0 

- 

- 

- 

29 

Jm 

1700 

+20 

- 

- 

- 

- 

ToW 





121 

2JKK 

■ FflBEHT (EBfTEQ UFFE (SlOAxtex puht) 


Sep 

905 

+15 

905 

905 

15 

101 

Oct 

975 

+25 

980 

970 

31 

488 

Jan 

1020 

+30 

1020 

1005 

16 

<07 

Apr 

10(5 

+20 

- 

- 

- 

201 

Jul 

930 

+20 

- 

- 

- 

2® 

ToW 

Base 

Pile 



SO 

1,806 

BR 

891 

882 






PULP AND PAPER 

■ wJEtiaaxiuss.Mitffltvana 



Sea 

Day's 


Qpan 


prica change Mgh Low 

Vol 

tat 

Dec 

43S® 

+1.75 <35® 433® 

15 

372 

Mar 

460 JO 

-zn 461.50 46650 

13 

96 

ToW 



28 

475 


FUnWES DATA 

AJ MWS on aerfed br CMS. 


Minor Metals from Metal BuWJn 
European free marKBt, 5 per pound In 
warenotrea (last week's prices in brack#*). 
Anftnonr 99.65«6. S per tonne. 1,300- 
1,400 (1-275-1 ,325). Bismuth: mm. 
69.99%. tonne lota. 3.10-330 (330-3.451. 
Cadmium: min. 9935«. cents a pound, 
17-20 (23-25). Cobale MB tree market, 
min 993%. 20.40*21 Jo l20.50-21.fiD|. 
min. 993%, 17.70-1830 (17.00-18.40). 
Mercury-, nun. 8939%, s per 76 pound 
flask. 137-145. Molybdenum: drummed 
molybdic oxide. 2.05-3.00 (3.00-3.08). 
Sele niu m: min. 09.5%, 1.40-230. Tung- 
sten orw 38-48. Vamdnim; mtn. 08%. 


■ COCOA OCOQHSOR'lSflonK) 


Sep 18 Price Pot. day 

Daily . — 119753 11W.98 

M uurttt UFFE (5 bnnes; Sflotme) 


Sep 1839 -24 1650 1635 185 1577 

HM 1SS8 -40 1600 1553 4,382 10.373 

Jan 1518 -32 1554 1515 577 7.001 

Her 1498 -27 1515 1495 355 1333 

Kay 1483 -27 1505 1480 209 Ml 

Jnf 1473 -27 1490 1475 14 405 

Total 5,730 SI M3 

■ COffa tr CSCE (37.5(XI8ia; cattslbsl 


DM 101.95 *055 103.85 98 75 4.987 T7.7S9 

Mar 100.75 *025 102 75 9830 1.146 7.483 

Kay 101.75 -0.10 103.00 100.00 403 3.217 

Jd 102.75 -030 104.10 10150 348 1.485 

Sap 1M.25 +O.OS 105.00 10100 204 JJZ4 

Dec 1D6JS +0.05 108.00 105® 85 467 

TOM 7,232 32J715 

M COffBi pea ills cenaipouna 


Sep 18 Prav. day 

Comp, dally 9225 92.78 

15 day average 97.45 9801 


■ WHITE SUGAR UFFE 150 tonneg Sftorewi 


Dec 

215J 

+0J 

216J 

2129 385 14.906 

Mar 

2269 

+1J) 

221 6 

2162 315 14.290 

May 

2252 

+19 

225.4 

223.0 IM 2.359 

Aug 

228.6 

♦1.7 

2280 

227.7 34 1,743 

Oct 

230.1 

+14 

2324 

232.4 63 1J19 

Dac 

233 3 

+68 

2401 

2391 44 136 

ToW 




148* 3*J53 

■ SUGAR 11' CSCE (172.IKWS: caHsTte) 

Oct 

691 

+624 

692 

66012,302 44.235 

Mir 

7.45 

*614 

745 

72214.471 72.462 

Mar 

7.53 

+0.11 

7.55 

7J6 2.486 11.599 

-M 

TW 

+607 

7® 

7.49 1.540 8J75 

Oct 

8.05 

*0 05 

8D6 

7% 365 9.159 

ToW 




31^5215<®T 

■ COTTON NYCE tSOXXXBK cwb rta 

Oct 

7393 

+607 

74® 

73.75 417 1.491 

Dec 

7593 

*0® 

7595 

7SJB 7J74 37J41 

Mar 

7495 

-0.05 

75.10 

74.45 1.624 26782 

May 

74 55 

-610 

7495 

74.® 295 18.294 

Jut 

7435 

-610 

7*50 

74 io 58< 6J61 

TOW 




16084 86,<73 


■ ORANGE JN66 HYCE (15®®*, cerfeftsj 


No* 103.30 -2.10 US .60 103.10 4,221 15,277 

Jan 106.30 -200 1D8J50 106 25 1.287 7.081 

Mar 10920 -1.90 111.40 109-20 647 4.268 

May 11180 -200 114.00 11200 32 776 

JM 11425 -230 115.00 114.00 20 337 

Sep 116.25 -2.30 38 

Total 637 27289 


VOLUME DATA 

Open kitensi and Vgfame dab sftown for contracts 
traded an COMEX. NYMEX. GET. HYCE. CSC. CSCE 
and PE Crude Oil m one day in arrears volume 8 
Open Tnteresi IHafa are tor A traded rrotos 


INDICES 

■ Rndera {Base. ISIEOi = 100) 

Sep 21 Sep 18 iBontb ago 
14639 1*658 151 ID 

|«» ago 
1917.9 

■ OB Futures (Base: 1867 a 100) 


Sap 18 Sep 17 moth ago 

202.16 201.83 

■ 6SQ Spat (Base 1970 = 100} 

Fear ago 


sap 18 Sap 17 month ago year ago 
152.47 14955 141.81 196® 


LHE WAREHOUSE OTCKS (tanas) 



Atattim 

+7.175 

to 

SOI.*® 

Abntaun May 

+30 

to 

76,820 

COBW 

+2.050 

to 

379 S® 

Laaa 

-150 

is 

115.275 

Mchet 

-IM 

to 

59.022 

2nc 

-7® 

Id 

3515® 

Tta 

-M 

to 

SJ70 


■ PORK BELUES CME (AOOOOtxr. egrtate) 

fab 47325+0.675 463® 46.500 019 2944 

Mar 47.550 +0.650 48.000 46.150 39 198 

Nay 47.000 -1.650 49.000 46.900 11 23 

Total 


LONDON TRADED OPTIONS 

Strike prim S lam — Cadi — —pots 


M ALUM MUM 


(99.7H) LME 

CM 

Jen 

Oct 

Jaa 

T35Q 

24 

42 

59 

52 

14® 

10 

77 

38 

80 

1450 

3 

120 

23 

114 

■ COPPER 





(Grade A) (JME 

OCt 

Jan 

OCt 

Jan 

16® 

77 

32 

IIS 

58 

17® 

30 

84 

67 

1® 

18® 

9 

162 

36 

174 

■ COFFEE UFFE 

Sap 

Nov 

Sep 

Nw 

ma 





ilia .. 





n/a 





M COCOA LPEE 

Sep 

Dec 

Sep 

Dsc 

n/a . . 





rva . _ 





n/a . . 





■ BRENT CRUDE SE 

Oct 

Nn 

Oct 

Nov 

1350 

- 

- 

21 

44 

14® ....... _ 

7B 

112 

42 

63 

1450 

- 

86 




LONDON SPOT MARKETS 

■ CRUDE OB. FOB {per barrel) +or- 


Dubai 

S13J4-69U 

+0235 

Brent Blend (dated) 

S14re-4J4 

+634 

Brant Blend (Nw) 

S14J3-4J9 

+627 

W.Ti 

S1664-5JB* 

+0D6 

■ OIL PRODUCTS NWEprotnpl dabvery CFncme) 

Premium Gaavtas 

SI 60-162 

+6 

Gas Off 

SI 31-132 

+3 

Heavy Fuel 03 

S84-65 

+3 

ttvMa 

S1ZB-131 

+1 

Jet tael 

SI 48-149 

+2 

Diem 

SI 44-145 

♦1 

■ NATURAL GAS (ftnceftasnul 


Bacon (00) 

12.1 5-1 

-ore 

/Wbimo Aps Tat Lenta OWi J» 87X 


■ ones 



CoM (per my mjf 

S292.05 

+1.10 

SArar tSW troy <B|* 

SB-OOc 

+6.50 

naonum (par tray ozj 

S3H® 

+11 J 

Pa8a*ffl (per troy oa 

3288.00 


(tapper 

84.0c 


Lead (US prat} 

4SD0C 


Tvt (Kuala Lump® 

HL23r 


Tin |Kew YariJ 

261.5 

+1® 

Cat® (live might] 

7BJBp 

■ore* 

Sheep (H*e wight) 

74-CSp 

■3.50* 

F*®3 ikva weiMt 

J794p 

+4 41* 

Lon. day sogar (raw) 

SI 68 JO 

-4.40 

Lon. (toy sugar (wla) 

£214® 

-2® 

Barter (Eng. feed) 

Una 


Ma be US No3 Tehm) 

£1®® 


Wheat |US Darn North) 

Unq 


BuOUer fOctlV 

47 ®p 


Rubber (Norif 

47 50p 


Utter ikLASS Hon 

261.00m 

+1J0 

Coconut 09 IPIi)§ 

640% 


Patm ® (Malar >§ 

0725 


Copra (Pi«| 

5*07 Jy 


Soyabeans (US) 

ISODy 


Cwkw OuOnA'A’ (note 

85 JO 

+025 

"wta® (6»s Super) 

nryp 



£ w nee asm unerase nod n pmH t urea t itagv 
i ? 1 " cmnftg i etfsen « 5 «s. ftou* iwara. Sof 
rwntamt - w«*aifc«ttae • daw on *». flaw on 594 
tm a ms pH. 


JOTTER PAD 


CROSSWORD 


No.9,793 Set by DANTE 



ACROSS 

1 Remnant is substandard, 
needing price reduction (6) 

4 In which all entrants won't 
come up to scratch (8) 

9 Bird moves out of danger 
05) 

10 Think it's deliberate (8) 

12 A loud and voluble descrip- 
tion of a very rich societv 
W 

13 Sign or nerves following 
car smash in the north fG) 

15 Obstinate but practical per- 
son. we hear (4) 

16 Member of young wives’ 
group (5.5) 

19 Hot stew taken in by medi- 
cal orderly (10) 

20 Prophet leaves seafarer 
well off (4) 

23 Badly engineered attempt 
to smuggle in rum (6) 

25 About five, porter has time 
for a drink (8) 

27 Tell everyone girl's gained 
weight (8) 

28 This form of cure is some- 
times recommended by 
doctors (6) 

29 Risk death with passion (8) 

30 Bay horses (61 


DOWN 

1 Wreck aground despite 
exercising caution (2*5) 

2 Discover blunder and make 
complaint (4,5) 

3 Able to help us with pro- 
cessed fUel (6) 

5 A cat scrap (4) 

6 Bed in new seed and set out 
i'8) 

7 Acted as a would-be officer 
(5) 

8 A number seen in posher 
sort of car (7) 

11 Confine in NE China, per- 
haps (?) 

U Dim-sighted king in bed (7) 

17 New inn to foil in time of 
price increases (9) 

18 Favour a topof-the-bill act? 
(4.41 

19 Seem upset about flag si& 
nal (7) 

21 Smoking jackets? (7) 

22 Curious round nut (6) 

24 Was a possessive type? (5) 

26 With each twist It hurts (4) 


Solution to Saturday’s prize puzzle on Saturday October 3. 
Solution to yesterday's prize puzzle on Monday October 5. 




4>:" 
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FINANCIAL TIMES TUESDAY SEPTEMBER 22 199$ 


LONDON SHARE SERVICE 


ALCOHOLIC BEVERAGES 

* Of HireeA 
Notes ton - np< ta 
AMDMm. — 394 -M M> 3 

asssa 5 

S&SS-.E 5 4-,S J 1 

... £ Jj 

sSSSTcs aa? ft oft* ns 

BANKS, RETAIL 


Nates Pin 

ABNJUmH 

«y* 

Sa&ILka 

uunmE 


WNSTBbCTSM-Contimjed 

k Votew YU + , 

to rag an he nets mn ■ 

S - •» jjj * " 


BOERWG'Corttied 


POODiWDUCSS-Misd 


KtAARCE-CoM 


Kvm 
hwi Im 
155? 110? 



Wbme YU 
YMfc 6m W 

- 73 9.7 
147 J.1 107 
21 Si 1*0 
6 67 53 

- 15 14.4 


*V 

NOBS Pita 

fc M -1 
% 4 


z: If : p ** J ~ 

tig -ir, Ti K - 3 II * Uk zks r: 

life -1 UlC IgBjJ IS 5i 72 BS m — 

Il — IB 9< 3, He - 159 E*de t (fe 

IlSjB -I 191 lMJj B* « I BO a® i 21b _ 

51S? ft 733 4*65 74 12. 93 fewnTKfa*!*.-'- §£ ™ 

81? -5? 143? 91 5 33 7.8 78 granelMI t 1245 -2 

PhT. umbra -ii, 


DISTRIBUTORS 


Mb* YU *a 

'000s Crs WE Notes Wee 

- - - B8f*siSO f.i72?te -fi. a 

- S3 JBi BarrlAfil — 382 _ 

*2B £8 6S EenscnsDisps __ft top _ 

* 8 3 313 &8Sl— “ft 10$ — 

- 8 '=? BET= 

.Aromas * 55 __ 123 


52 n* 
Safi fee* 


urn 

- 45 !1.7 

- IB 178 
30 *9 104 


- IB 178 CsSutaoiWtt-M 

30 * 9 104 E*r* MS * 

- - 6.7 KmsAta ? 

« 64 - foasrtft i 


Mm YM 
ooq* Sri we 

- 93 41 

- 58 •'* 
m « as 

• u ;? 

IM 2*.* U la*H 


*■» 5?«* 

- Mgn tew 
ft » 185 

■3® 


■ S3 16 UBB_ 

- 18 m bun 


BSjd >10 

-ft 



Mm YU 
TK»S ta PTE 

- 11 147 

- 67 7.2 UMPHl 

1326 26 164 
1873 33 IEJJ 

IK id iso uns 

: U w** 

- 53 93 
2J91B 22 iti 

: li : 


Notes ton 

t 78b 


*or 52**# 

- Ngft low 

~ft ik$[ iid? 

3 4 "I 

Kb 44 I 1 

-5 as ofe 


j? 

farm lb 

FMn. -* 20 lid -it 


Wane YM MtiRbaDO— *¥ II 
■0001 6TJ W 10 

I U SE faMlbpwSSI&lf! • 

- 4.8 id .1 mn ZS ia 5 

•J HI Bee* 


- - - mi 8 DMac_I~if 


- - 215 W»S5_' tJH 257 95 

- 10 im HMO* * iraij -1 Moll 

- OB 10!) tfeupsonbuk £ Old 

I ii BniM t E? 

9 5.® B6 Head™ a, sS -1 

: a % a^~i % n, 

; 4 1 a® M*sS9wn»J£ W ._ 

4 45 .4 wsarhL J 2S7b 


Bt— .4 


3,718 4i 93 

: li K 1 

: li 32 ! 

P U B! 
aTlSB 63 95 
507 4233 42 146 
545 - 24 104 

7359 33 180 

- 12 - 0(Hnm 

- 33 55 (tan— 

- 47 114 Otauna ._ 

^ HB 1SI KS^i^ it 

IS ia £ 5? ' Z 1 isSKSE 


. ’ Ife IflK 

m -511 


1 -I ^ 

if ’“ii n 


12 140 61 it 

t 2B 118 hS?"- — 'jSl — 

- 31 *? BStrizS "5 - 



- 11 

3420 45 6l4 
- 44 - 



- 15 u tgSi 2 

29 u ^ 

^ ?] SS 

74 A ,4? StUodBasMl— *T 


VI 6% - Cf4B!H»_ r _-4W1 S tt 

J ii M Bfitef *2 

3 43 99 Dawn CHS 

335 - 11 7 Srvral 8t 20fe 

227 18 103 Earn OHM. flow 11H 
19 16 104 V&l 

- 90 243 GSS~.~zrrv.i4 j! 

- B5 65 GoUw Hw»i67_ mi 

- ft* 58 GattellMlC .1 m 

BIO 101 6B Gnenant £ 247 

- 47 45 mnmt 1B3id 

1S ? H U Stt“r,i5! l8 

<z'v 2 ,12 &-.d a 

£987 « 86 BSrJgp * 869 

" I-? KuaHKaaiiglfS—S W* 

« « 1? as^-^zzs *& 

t'lijafflSSfezz:? J 

’*S I »sr|s 

-141 41 gBmma aBl'.ai 1 
0200 Si iai SESETf”*-** ’St? 

: M ‘SS SSfc — h % 


>10 995 

323 

4K 


548 1777 12 213 


*****lk -n 


-H8 « fteBLw»C*—* 7S*3d 

-43 - OcMnn if Id 

- 51 li* W5 W 

9 4i 1 1.7 Piw4mTn*...ia w 
IB 23 117 



11 

«!j 4 


>s ^ 


ust-if W1 — in 

52 -1 B1 

gsS 

l'4i uae wi? Jr 


>2 2j*fj lie 
® iso 

1*5 120 

-2‘j ?S ^ 

= s! 4 

-2*J 12* 86 


1 22 74 * 103 56 H3Sj ta " d -}I 

.4 35JS 177 - 120 57 J£^ « 

-- in? 103*7 - 56 60 Sparer ■ 


. ii Maensdiha '. .» 

M !] lof 

12 * 7 72 YwCTMn fi 


YnidefekBfcY 
BREWERIES, PUBS & REST 


- 18 

- 13 

31* - 19 

2672, 4*25 17 


- SnOKtra .t 57a Bfe 

: Kvrvlt M -3 ® 
,fi i *■ - ,c “ 


: K 'S' iw**.—.-# 1*6 

2; M PbataDoaSCfa £ 51b — 

a s i 8 : awwcn«-.t._ig - 

"! il fl | ^ 

"5 il Irf as J $ 

Min - Iiwo- Irnfia 


-2 bb asj 

__ Wfe 71< 
— life 511; 


kto6HrtHa..£t2 205 -10 

MB®*- £fNm£a -5 293i 


Mn Plk* 

_*4l 27S 

- 1140 -5 

t B7B -7 *11 


WAn* YU 
HOBl GTS RE 

- 53 90 

- 70 

1X7 52 110 


U "» .... 

-20 3*2 >2 1871' 
— ... 394lj ^ 

% -12? - 

— -SK SjB 29fe 

^5li 7® 527 

._ . 35B 212? 

+*, on 


- 49 188 lg^ tes 
_ 50 in NotisSi .. 
8 101 6 3 falaWr 

75 37 1?3 




sgr Ml, 
B14 3921, 
5471' 745 


281 1571, 
3*2 165 

l£ 


*B 'it 2! , 7 oi San 

iT *| J* 

uJffi 47 “5 gtorst 

& : ’! «! ^S 80 " - 

20 09 8 ~ 

... iS U ^ 


-1 2S5 1 

-I 551 li 

-1 H*? I' 


I. . IBS 

= i f 

Z ’1 "sS 


12 * 7 72 n—iStfciL™™ IS - 

W i2 II SS3S?v^.t ¥ - 

3 if IM fsssw — * I »S3 ■* 

- 76 S3 PiWMIfcn.. . .* IE 2a ui ■, 

ta 81 71 BHBmaOC 178? til, 23fe 

5 82 73 untaa 44 ij *70 

506 81 762 RKteMHaU « _ 

- 10 14 (texaL 18*1' *12 

350 13 18.4 BtfamtonlteLV^ XA ... 

W 59 9i Wte-ROF* - t 1» -3 

- U 63 hffloA — __ft2BBijd -I 

- 15.4 43 MHt« 01*2 — 

- 19 - S»7»~ >tH 1221, 

- j 7 751 SeMrfekHlw.^f 2Z7? *7? 

107 - - 

30 30 52 

- 51 1TJ 

E 19 114 

® 11 m .Vuiouncing thf 

m mo 12 comprehensive < 


92 \u -JSB&r iJJaff 

« ft « a — H 

. ! 414 UMmrNVH : E331, 

- 55 113 IMMDMdl— jj 21 g 

Ijm 194 1 8 ffgn ^ _ ... 4 24 

- 6.1 ee WTFOBJi £ 52b. 

7 M 93 UWchutli *t 3fe 


i ii 12 GAS DISTRIBUTION 

BIBS 40 

5.1® 4 1 15.1 .. ** 

222 4 j i76 Nates toce 

fi S3 115 BS 1 377 *1^ 

13 17 10.1 Banna *i 

» 05 80 HtensttndEnsror- 141 


% & 
J ^ 
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^4? 4 0MESTMB1T TRUSTS 

: | 4 Nates Pnss 
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K 17 81 NKnkeRlM>5nt.f 28? -IV 
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_ 74 - f uteraea fe __ 
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354 14 7.1 
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391 15 H 
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0 193 17 
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zU 
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LONDON STOCK EXCHANGE 


Footsie drops below 5,000 as gilts gain ground 


FFSEAB-Share Index 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


There was further evidence 
yesterday of a “flight to 
quality'' as gilts raced higher 
and London's equity market 
sustained heavy losses for 
the third consecutive ses- 
sion. 

The FTSE 100 index, the 
London market's leading 
benchmark, finis hed the ses- 
sion a net 65.30 lower at 
4.9903. 

It was its third consecutive 
decline, and its lowest level 
since December last year, as 


Asian and European inves- 
tors fretted over the implica- 
tions of the screening of the 
videotape of President Clin- 
ton’s testimony over the 
Lewinsky affair. Over the 
past three sessions the index 
has fallen 301.4, or 5.7 per 
cent. 

But London's close was 
well above the session's low. 
4,899.0. down 156.0. 

Wall Street began the ses- 
sion under heavy downside 
pressure, with the Dow 
Jones Industrial Average 
posting a three-figure loss 
not long after trading com- 
menced. as US investors 
braced themselves for the 


screening of the Lewinsky 
video. 

Hard on the heels of the 
profit warnings from Bass, 
RMC and Shell, to say noth- 
ing of the alarm sounded by 
Alcatel of France, which 
impacted heavily on GEC. 
came another warning from 
a FTSE 100 constituent EML 
which Informed the market 
that its interims would be 
down around 20 per cent on 
the same period last year, 
after a significant deteriora- 
tion in several overseas mar- 
kets. 

Dealers said London was 
now bracing itself for more 
bad news on earnings and 


warned that marketmakers 
would not take kindly to any 
downside surprises in cur- 
rent markets. 

Sentiment in London was 
downbeat from the start of 
trading with Asian markets 
suffering again: Hong Kong 
dropped almost 4 per cent 
and Tokyo around 3 per 
cent 

The problems affecting 
the leaders saw dealers 
quick to adopt defensive 
measures in the rest of the 
stock market where the sec- 
ond liners and smallcaps, 
already burdened by a series 
of profit warnings In the 
recent past, had to cape with 


a market-wide mark-down. 

The FTSE 250's perfor- 
mance, down 33.7, or 2 per 
cent, at 4.553.1, was even 
more dire than that of the 
FTSE 100. while the FTSE 
Small Cap gave up 233, or 1.1 
per cent at 2,037.7. 

“AH the profit warnings 
have knocked the stuffing 
out of the market at the 
moment and tts hard to see 
what will restore any much- 
needed confidence. Perhaps 
well get an opportunistic 
bid, but even the bid stories 
are now being replaced by 
rumours of profit warnings," 
said one marketmaker." 

The strategy team at 


Credit Suisse First Boston 
warned that the risks to divi- 
dends. with companies 
retrenching, are rising. 
CSFB’s strategy team says in 
its latest note; “Current 
trends do not bode well. The 
prevailing level of cover can 
absorb one year of earnings 
disappointment, bat not two. 
We expect security of 
income, as well as earnings, 
to be a focus from here." 

Turnover in equities at 
6pm was a disappointing 
7502m. an indicator, accord- 
ing to dealers, that the big 
institutions had held off 
Grom selling into the current 
weakness. 
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Indices and ratios 

FTSE 100 *9903 -65.3 

FTSE 250 <5511 -917 

FTSE 350 7391,5 -34.4 

FTSE AV-STvra 2321J9 -0104 

FTSE AS-Share jteW 138 134 

Best performing sectors 

1 Tobacco +17 

2 01 Waqjwwi +08 

3 Baannty . , +flJ 

4 DtvaitiBed industrial* -+<L5 

5 Gas OMeuMn - +0.< 5 AlcohoBc Beverage* . 


FT 30 30387 -65.9 

FTSENDD-Rnert 18.54 1989 

FTSE 1 00 Ful OK 50*27 51115 

10 w B» jWd 5m MB 

U*Hj gM/MpAyyH ratio 1.00 132 

Worst performing sectors 

1 {XflffinUl. 


2 RiMwt General . 

3 Bart® tow. 
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Profit 
warning 
hits EMI 

COMP^IK RETORT^ 

by Joel Ktbazo, Peter John 
and Martin Brice 


Shares in music publisher 
EMI Group plunged after it 
joined the growing band of 
companies that have issued 
profits warnings recently. 

The company. a 
long-standing takeover tar- 
get, said it expected operat- 
ing profits in the first half to 
the end of September to tell 
by around 20 per cent from 
the £112.6m earned at the 
same stage a year earlier. 
EMI blamed the decline on a 
“significant deterioration'' in 
certain major music markets 
in recent months. 

Holders of the stock mov- 
ing to cut holdings sent the 
shares tumbling 61 or 15.4 
per cent to 335 p, by far the 
wor st performer among 
FTSE 100 constituents. 

Sharp profit downgrades 
followed EMI's statement. 
Panmure Gordon's Lorna 
Tilbian admitted: "The 
severity of the profits warn- 
ing was a shock." She cut 
her figure by £70m to 
£242. 5m (before exception- 
ala). 

Enterprise Oil, the explo- 
ration and production com- 
pany, moved forward 2W4 to 
362p as the stock recovered 
from the weakness prompted 
by Shell’s profits warning 


last week. Sunday newspa- 
per comment suggesting BG 
might consider a bid because 
of the low ratings in the oil 
exploration sector also sup- 
ported the shares. 

Finally. Salomon Smith 
Barney has raised its recom- 
mendation on the stock from 
neutral to outperform. The 
US broker says: “Debt 
adjusted price cash flow 
multiples are now virtually 
the lowest of any of the 
stocks under our coverage 
while the shares also trade 
at a 15 per cent discount to 
net asset value." 

Leisure and media com- 
pany Granada Group 
resisted the poor market 


trend ahead of a visit by ana- 
lysts to Its media operations 
in Manchester today. The 
shares rose 19 to 720p. 

Dealers suggested the visit 
is designed to give an oppor- 
tunity to meet divisional 
management and discuss the 
company's media strategy. 

Investors seeking havens 
turned to Associated British 
Foods, helping the shares 
advance 26 to 549p. 

Dealers said they expected 
weakness in new Footsie 
constituent Telewest Group 
after a book-building opera- 
tion by Cazenove and CSFB 
relating to the placing of 
some 100m shares or 4.7 per 
cent of the company’s issued 
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1 STOCK MARKET TRADING 

DATA 
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share capital was pulled yes- 
terday because of the weak- 
ness in the market. The 
shares closed 2 off at 155p. 

Fears ■ about Allied 
Domecq’s exposure to Latin 
America as the region faces 
an economic downturn saw 
shares in the UK group sur- 
render 30 or 7.08 per cent to 
394p. Those of rival Diageo, 
which last week suffered a 
profits downgrade from War- 
burg Dillon Read were also 
unwanted. They closed 23 off 
at 509p. 

Investor appetite for out- 
sourcing companies was 
highlighted by the reaction 
to Capita’s announcement 
that It had won a contract 
worth £37m over 10 years 
from Westminster Council. 

The shares were one of the 
best performers in the FTSE 
250 as they shrugged off the 
market decline to gain 11 to 
542 , .ip. They started last 
year at I65p and although 
they have recently come off 
their high of 626p, they are 
still well above the 331p at 
which they started this year. 

Outsourcing stocks have 
benefited from the slowing 
of the UK economy on hopes 
that as companies seek to 
cut costs, the market for out- 


Recommended Exchange Offer 
by 

DEUTSCHE BANK AG 
GOLDMAN, SACHS & CO. OHG and 
CREDIT SUISSE FIRST BOSTON AG 

on behalf of 

DAIMLERCHRYSLER AG 

to acquire all of the shares of 

DAIMLER-BENZ AKTIENGESELLSCHAFT 

Deutsche Sank AG, Goldman, Sachs & Co oHG and Credit Suisse Finn Boston AG announce, on 
behalf of DalmlerOuYSlflr AG, Stuttgart, Germany ('DaimlerChrysler'l, a recommended exchange 
offer (the 'exchange Offer - ) to acquire by moans of an offer document dated September 1998 (the 
'Exchange Offer Doeu me nt ’) aH o F the issued baa rer no-par value aha res of Daimlar-Benz AG with a 
pro rata amount of the stated capital of Daimler-Benz AG, Stuttgart. Germany ("Daimler-Benz"), 
allocable to each she re of CM 5.00. with dividend coupons no. 68 th rough no. 7D and renewal cou pon 
(die ‘Daimler-Benz Shares*) for registered no-par value shares of DaimJerChrysier AG, with a pro 
rata amount of the stated capital of OaimlerChrysler AG allocable to each share of DM 5.00, with right 
to dividends as of the beginning of the first fiscal year of DaimlerChrysler AG ending on 31st 
December, 199S (the 'DaimlerChrysler Shares'). The shares delivered for exchange will be 
transferred to DalmlerChrYSler through a capital increase by means, of a contribution in lend in 
exchange for the issuance of new DaimlerChrysler Shares (the 'Daimler- Benz Capital Increase"). 

Terms defined In the Exchange Offer Document have the same meanings in this advertisement. The 
Exchange Offer Is made by means of the Exchange Offer Document end Is made to afi holders of 
Daimler-Benz Shares, including those to whom the Exchange Offer Document b not being 
dispatched. 

The Exchange Offer, which is subject to the conditions and the terms set out in the Exchange Offer 
Document, is made on the following basis: 

For every Daimler-Benz Share 1 DaimlerChrysler Share 

N at the and of the Exchange Offer period the Exchange Offer Is accepted with respect to at least 90 
percent, of the Daimler Benz Shares, or If on the day of the registration of tha implementation of the 
Daimler-Benz Capital Increase in the com martial register of DaimlerChrysler at least SO par cent of 
the than issued and outstanding Daimler-Benz Shares are transferred as a contribution in kind, the 
exchange ratio shall be; 


For every Daimler-Benz Share 


1.005 DaimlerChrysler Shares 


Application has been made or it is intended that application wilt be made to all German stock 
exchanges, the Nbw York Stock Exchange, tha Chicago Stock Exchange, the Pacific Stock Exchange, 
the Philadelphia Slock Exchange, (he Montreal Stock Exchange, die Toronto Stock Exchange, the 
Tokyo Stock Exchange, the Paris Stock Exchange, tha Swiss Stock Exchange, the Vienna Srock 
Exchange and the London Stock Exchange for the new DaimlerChrysler Shares, to be issued 
pursuant to the Daimler-Benz Capital Increase, to be admitted to the Official List. 

Tha Exchange Offer, which is made by means of the Exchange Offer Document is capable of 
acceptance From and after 24th September. 1998 until 12.00 noon on Friday 23rd October. 1998, and 
is made to alt Daimler-Benz shareholder*. including those to whom tha Exchange Offer Document 
may not be dispatched- The full terms and conditions of the Exchange Offer are set out in the 
Exchange Offer Document. Accepting Daimler-Benz shareholders may rely only upon the Exchange 
Offer Document for all the terms and conditions of the Exchange Offer. This advertisement does not 
constitute, and must not be construed as. the Exchange Offer. Copies of tha Exchange Offer 
Document are available for coll action during normal business hours from Deutsche Bank AG, B 
Blshopsgate. London EC2N ADA. 

Shareholders in the United Kingdom wishing to accept the Exchange Offer should ledge thefr duly 
completed Acceptance Forms, together with their documents of tide, by post or by hand to 
Deutsche Bank AG London. 23 Great Winchester Street, London EC2P 2AX, quoting reference 
"DCX", so as TO arrive if possfefe not later than 12.00 noon on Wednesday Zlst October. 1998 and. In 
any event, not later than 12.00 noon on Friday 23rd October. 1998 (or such later tlme<s] and/or 
dotefs) as DofmletChrysJer may, subject to tiw Exchange Offer Document and the rules of the 
German Takeover Code, decide). 

This advertisement is published on bahatf of DalmlorChrysler by Deutsche Bank AG. Goldman, Sachs 
& Co oHG and Credit Suisse First Boston AG. Deutsche Bank AG. Goldman. Sachs & Co oHG and 
Credit Suisse First Boston AG are acting for DalmlorChrysler and will nol be responsible to anyone 
other than DaimlerChrysler for providing the protections afforded to customers of Deutsche Bank 
AG. Goldman. Sachs & Co oHG and Credit Suisse First Boston AG or for providing advica in relation 
to the Exchange Offer. 

DaimlerChrysler accepts responsibility for the information contained in this advertisement and. to 
the best of its knowledge and belief (having taken all reasonable care to ensure that such is the easel, 
the information contained in this advertisement is in accordance with the facts and does not omit 
anything likely to affect the import of such information. 

This advertisement and the Exchange Offer Document have been approved by Deutsche Bank AG, 
London, regulated by the Securities snd Futures Authority for the conduct of investment business m 
the UK. solely for the purposes of Section 57 of the Financial Services Act 1988. 

22nd September, 1998 


sourcing will grow. 

Geoff Allum at Henderson 
Crosthwaite said: “Capita is 
almost totally imm une to 
recession. Just 14 per cent of 
local authorities have out- 
sourced so far. but within 10 
years the majority are likely 
to have outsourced- Capita 
will be one of the main bene- 
ficiaries.” 

Elsewhere in the sector. 
Rentokil Initial was the best 
performer in the Footsie as 
it gained 22 to 3I0p in 7.9m 
traded. At meetings with 
analysts and Investors the 
company has been saying it 
has been experiencing no 
sign of slowdown in the UK 
economy. It is due to meet 
US investors next month. 

BTP, the speciality chemi- 
cals group, drifted down 4V» 
to 360p as specialist sales 
desks awaited news from 
analysts on a fact finding 
trip to the company’s US 
operations. 

Meanwhile, chemicals sec- 
tor leaders reacted to a 
revised view on the sector 
from Goldman Sachs. The 
broker is increasingly cau- 
tious on the sector and has 
reduced its earnings per 
share forecasts for 12 of 16 
European chemicals groups. 

However, the UK sector 
has taken a pounding over 
the past few months and 
Goldman retains “outper- 
form" ratings on BOC and 
Laporte as well as a hold 
recommendation on ICL the 
sector leader. 

ICI was steady against the 
market with a dip of only a 
penny to 500p. BOC was 


steady at 760p but Laporte 
shed 18 to 464p. 

The defensive qualities of 
the pharmaceuticals sector 
were reinforced for Zeneca 
by some recent positive 
news about Chirocaine, an 
anaesthetic product. 

Chirocaine is awaiting reg- 
ulatory approval and 
although turnover and profit 
forecasts are relatively small 
encouraging data is seen as 
adding to the general bullish 
outlook on Zeneca’s research 
and development portfolio. 
There was extra Fol- 
low-through from last week’s 
encouraging statistics about 
Tamoxifen, Zeneca's breast 

cancer drug. 

Hard hit Halifax shares 
experienced more pressure 
yesterday with Credit Lyon- 
nais Securities reinforcing 
their unenthusiastic view on 
the stock. The broker 
believes the shares represent 
poor value until they reach 
TOOp, well below last year's 
consensus auction price. The 
shares fell 21 to 700.83. 

The market shredded the 
value of paper and packag- 
ing stocks as Dresdner 
Klein wort Benson reduced 
earnings forecasts by an 
average of 13 per cent across 
the sector to take into 
account economic slow- 
downs along with knock-on 
pricing pressure in paper 
prices. 

Specifically, the broker 
downgraded Arjo Wiggins 
Appleton from "hold" to 
“reduce". Arjo fell 8 to 102p, 
B nnzl 9 to 220p and Rexam 
4 V» to 190p. 

Johnson Matthey was off 
17Vi at 293p as Dresdner 
Kleinwort Benson down- 
graded its forecasts by 
almost 4 per cent for this 
year to £135m and by 17.6 
per cent for next 

Kleinwort 's team now fore- 
casts no growth until 2000. It 
cited an expected fall in 
semiconductor sales, as an 
Industry association report 
said July sales were down 17 
per cent on the same period 
last year. 
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STOCK 



MARKETS 


Bourses swept lower as investors take flight 

boost Karachi 


WORLD OVHtVlJEW 

Investors ran for cover as a 
wave of negative news hit 
nervous equity markets, 
writes Errdko Terazono. 

Asia was shaken by a 
downgrade in Japan's for- 
eign debt and doubts over a 
settlement of its troubled 
banking system, with Tokyo 
down 2.8 per cent and Hong 
Kong 3.7 per cent 

Political and social unrest 
in J akar ta and Kuala Lum- 
pur also triggered selling. 


Analysts said the persis- 
tent flow of bad news and 
the longer-thaa-expected tur- 
moil in emerging markets 
were affecting investor confi- 
dence around the globe. 
“The feeling is very different 
from 1987 when market 
downturns were followed by 
big rebounds, - said Gary 
Dugan. European strategist 
at JJP. Morgan. 

Europe tumbled on profit 
worries as Philips cut its 
1996 forecast, while the 
release of President Bill Clin- 


ton's videotaped testimony 
also weighed on sentiment 
Yesterday's announcement 
by Philips, which said net 
profits for the current year 
would he flat shook inves- 
tors already unnerved by 
last week's profit warnings 
by Alcatel and Shell 
Philips slipped more than 
17 per cent while Alcatel of 
France, the darling of Euro- 
pean stock markets until 
last week, dropped a further 
8 per cent. Renault, also 
weakened by the Alcatel 


contagion, retreated 9 per 
cent 

“Investors are realising 
the scale of the downturn. A 
lot of European companies 
were stuck on growth stock 
valuations and there has 
been a rollover of optimism 
for most markets." said 
Philip Isherwood. European 
strategist at Dresdner Klein- 
wort Benson. 

The political situation not- 
withstanding, sentiment sur- 
rounding US equities was 
?I so bearish. An increasing 


number of economists have 

started to sound warning 
bells over a pronounced US 
economic slowdown. 

“The de te rioration In mar- 
ket expectations has been 
rapid and furious, pushing 
the recession probability to 
its highest levels in many 
years.** says Goldman Sadis 
in a recent report on the US 
economy. 

It points out that the prob- 
ability of a recession has 
shot up from 14 per cent in 
June to 40 per cent now - the 


highest level since the end of 

the previous recession in the 
early 1990s. 

Latin America's weakness 
will also have severe inter- 
national implications, pre- 
dicts Salomon Smith Barney. 
Although its economic crisis 
has been brought on by the 
emerg in g market contagion 
effects, the fact that the 
region is an important trad- 
ing partner for the US. being 
the destination for almost 20 
per of its exports, will 
affect US corporations. 




Dow slips as 
bond yields 
approach 5% 


Profit warning hits Amsterdam 


AMERICAS 

US shares fell steeply in 
early trading amid further 
turmoil in European mar- 
kets and following the public 
broadcast of President Clin- 
ton's taped grand Jury testi- 
mony, writes John Labette in 
New York. 

The President's testimony, 
running for more than four 
hours, continued to air into 
the early afternoon. But it 
was far from the only issue 
on the mind of the market, 
as investors sifted through 
the latest profits warnings 

end enmlwpc adjustments. 

By early afternoon the 
Dow was off its lows, down 
93.98 or 1.2 per cent to 
7,801.68. The Standard & 
Poor’s 500 index was down 
1125 to LOOT .84. 

While stocks fell back US 
Treasury prices soared on a 
fresh round of ilight-to- 
safety buying, with the yield 
edging ever closer to the 5 
per cent level. The long bond 
price rose 1 to 106%, sending 
the yield down to 5.083 per 
cent 

Financial shares tumbled 
on new fears of instability. 
The Philadelphia Stock 
Exchange's banking index 
fell more than 3 per cent to 
653.53, with Chase Manhat- 
tan down $2% to $45 A. 
Among brokerage shares. 
Merrill Lynch gave up 
nearly 6 per cent to $52%. 

Philips became the latest 
European blue chip company 
to issue a profits wanting 
and it reverberated through 
the US market 

Philips’ ADR Bhares 
plunged more than 10 per 
cent to $45%. ADR shares of 
Alcatel, the French telecoms 
company that Issued its own 
wanting last week, fell 
another 4 per cent to $18%. 

Shares of Comsat rose $1% 
to $35% on news that it was 


being acquired by Lockheed 
Martin in a $2.7bn deal. 
Lockheed’s shares were 
down more than 5 per cent 
to $94. 

Among Dow-component 
shares. Travelers lost 5 per 
cent to $38%. United Tech- 
nologies also fell more than 
5 per cent to $75ft after Mor- 
gan Stanley Dean Witter 
lowered the company's 1999 
earnings. 

American Standard 
dropped more than 26 per 
cent or $9ft to $25ft after 
Morgan Stanley lowered the 
company's rating to “neu- 
tral”. 

The Nasdaq composite fell 
19.50 or 1.2 per cent to 
1,644.2?. Small cap shares 
also fell back, willing tti«» 
Russell 2,000 Index off 4.44 to 

TORONTO tracked Wall 
Street from the opening bell, 
swinging lower to notch up 
losses on the 300 composite 
index of 98.10 at 5.673.30 at 
the noon count 

Golds pushed higher in 
line with the latest upturn 
for the bullion price, but the 
broad market moved deter- 
minedly in the opposite 
direction. Both financials 
and industrials were notice- 
ably weak. 

Among banks, Toranto-Do- 
minion gave up C$1.15 at 
C$41.10 and Royal Bank of 
Canada shed 75 cents to 
C$61.75. Telecoms too were 
out of favour. Northern Tele- 
com lost C$1.70 at C$60.25 in 
good volumes. 

Industrials were equally 
dull with Seagram slipping 
70 cents to C$47.50 and Alcan 
Aluminium off 10 cents at 
C$33 A0. Top conglomerate 
Canadian Pacific shed 65 
cents at C$33.05. 

Golds bucked the down- 
trend. Barrick improved 5 
cents to C$28.15 and Placer 
Dome 25 cents at C$19.25. 


Sao Paulo drops back 


SAO PAULO fell steeply In 
early trading, unsettled by 
the downturn on Wall Street 
and across Europe plus con- 
tinued downside pressure 
from the currency markets. 

In thin volumes, the 
benchmark Bovespa index 
was off 238 or 3.5 per cent at 
6.472 at midsession after ris- 
ing more than 4 per cent on 
Friday. "It’s been nothing 
but sell, seD. sell all morn- 
ing;'' said one trader. 

MEXICO CITY also moved 
lower with the IPC index off 


101.88 or 2.9 per cent at 
3,374.02 at midsession. 
Declining stocks outpaced 
risers 17 to 1 although vol- 
umes were minimal. 

Market heavyweight Tel- 
mex came off 90 centavos at 
21.30 pesos after touching a 
low of 20.60 pesos. 

BUENOS AIRES edged 
lower in early trade with the 
Merval index down 8.41 or 
2.34 per cent at 350.93. 
Banks, steel and telecoms 
companies posted the largest 
declines. 


E UROPE 

Dutch shares continued to 
lead the way down in Europe 
with AMSTERDAM badly 
rattled by its second heavy- 
weight profits wanting in as 
many trading days. The AEX 
index ended off 56.95 at 
902.62 for a two-day decline 
of 8.7 per cent 

Philips crumpled on the 
news that second-half earn- 
ings would come in short of 
group forecasts. The shares 
fell FI 17 or 17.8 per cent at 
FI 82 after a low for the ses- 
sion of FI 79.60, although 
turnover was far from, heavy 
at 6 Jm shares traded. 

Coupled with an 11.3 per 
cent slide at DSM, it sent 
investor sentiment in the 
Netherlands virtually 
through the floor. DSM, hit 
by a severe downgrade for 
the chemicals sector by 
Goldman Sachs, gamp off 
FI 17.70 at FI 139.40 and Akzo 
Nobel lost FI 630 or 93. per 
cent to FI 65.00. 

There were no safe plays 
among leaders with 40 per 
cent of the shares within the 
benchmark sliding by more 
than 6 per cent Among 
financials, ING fell FL8A0 or 
&8 per cent to FI 92.10 and 
Aegon shed FI 10.70 or 7.5 
per cent to FI 13a 

FRANKFURT closed 
sharply lower in volatile late 
Xetra trade, but the Xetra 
Dax index recovered from a 
low of 4,347.65 - down 
almost 6 per cent - to close 
184^4 lower at 4,439.13. 

Siemens recovered slightly 
from big losses in afternoon 
trade to close DM9.75 down 
at DM8&90 having been hit 
by worries across three of its 
sectors. Analysts said Sie- 
mens suffered from the 
profit warnings from Alcatel 
and Philips, and strong falls 
on the Paris exchange from 
ST Microelectronics. Sie- 
mens denied shortly before 
the (dose that its structure 
was similar to that of Alcatel 
and helped the shares stage 
a late rally. 

Deutsche Telekom and 
Mannesmann were both hit 
by the profit warning from 
Alcatel on Thursday and 
added to those fells today. 

Mannesmann lost 
DM7.20 to DM137.80 while 
Telekom closed down 
DM1.51 at DM50.50. Adidas 
was another big loser. 
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down DM12.40 at DM156.60. 

Auto stocks were hard hit 
on currency considerations. 
BMW tumbled DM98 to 
DM990 and VW fell DM9.55 
to DM107.45. 

PARIS bounced off the 
bottom in the dosing stages 
of the session to end with a 
decline on the CAC 40 index 
o £ 122.5 to 3,242.65. Turnover 
was again heavy at 
FFrl6.3bn with the market 
hitting a low for foe day of 
3,254.41. 

Alcatel stayed out of 
favour in spite of an upgrade 
to “buy" by J.P. Morgan and 
confirmation that the group 
planned a share buyback. 
The stock came off FFr45 at 
FFr510 for a staggering 
decline of 49 per cant in just 
three days trading. 

Among heavyweights, 
Renault lost FFr2480 or 9.6 
per cent to FFr234 and 
France Telecom FFr27.50 or 
6.4 per cent to FFr402.5. 
Lesser caps saw Bouygues 
slide FFr169 or 15.8 per cent 
at FFr901, ahead of today’s 
first results statement 

Oils were a rare firm sec- 
tor as International ofl prices 
climbed above $14 a barrel. 
Total added FFr16 at FFr990 
and Elf Aquitaine FFr24 at 

FFr705. 

ZURICH tumbled as much 
as 6-5 per cent at one stage, 
sending the SMI index below 
the psychologically impor- 
tant 6,000 level to the year’s 
low of 5,927,8. By the dose, 
the market had bounced 
back but the blue-chip index 
was still 321.2 lower on foe 
day at 6,021.5 

Financials were under 
heavy pressure with CS 
Group losing SFA7.20 to 
SFri75.75 and UBS marked 
down SFT2&50 to SFr385. 


Even the recently resilient 
Novartis dropped SFrll7 to 
SFr2.160 while Nestlft was 
SFr€8 down at SFi%592. 

ABB bearers were among 
the biggest losers giving up 
SFrl20 to SFrl.330 while 


THE DAY’S CHANGES 

% Change 
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-5.2 
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-5-1 

Madrid. 

-5.1 


_ . -4.8 



Paris. 

Stockholm^.... 
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SAir Group lost SFr3L50 to 
SFr318.50 as a new global 
airline alliance was 
announced linking Cathay 
Pacific with British Airways 
and American Ai rlines. 

MILAN was sharply lower 


but above its worst for the 
day, with the real-time Mib- 
tel index 915 lower at 18,276. 

Telecom Italia lost L659 to 
L11.373 with investors said 
to be dumping one of the 
most liquid stocks amid the 
general sell-off. 

Among shares added to 
the Mih 30 blue-chip inriav, 
Alitalia lost L366 to L539L, 
engineering group Fin- 
meccanica gave up L60 to 
Ll.542, and mutual and life 
insurance group Medi- 
olanum dropped L3.747 to 

L37.007. 

COPENHAGEN closed just 
over 6 per cent lower on neg- 
ative international trends 
and fears of another domes- 
tic rate rise after last Fri- 
day's move by the central 
bank. The KFX index fell 

1X87 to 183.79. 

Tele Danmark fell DKr43 
to DKr572, bit by further tur- 
moil in the high-tech sector 
following a profit warning 
from Philips in Hnllanri 

The banking sector was 
also depressed with Den 
Danske Bank down DKr70 at 
DKr690, Uni damn ark A 
DKr30 lower at DKr435, BG 
Bank off DKr23 at DKr317 
and JyskeBank down DKr25 
at DKr5l5. 

Novo Nordisk B fell DKi65 
to DKr950 on the bade of a 
weaker dollar and reports of 
a bearish study from Deut- 
sche Bank. 


Written and edited by Mfdiaei 
Morgan, Jeffrey Brown, Emiko 
Terazono and Peter Half 


This week’s planned meeting 
between Nawaz Sharif, 
Pakistan's prime minister, 
and President Bill Clinton at 
the UN general assembly in 
New York is likely to be 
watched with unusual inter- 
est by equity investors with 
an Interest in Karachi. 

For Pakistan's battered 
economy, faced with an 
impending default on its for- 
eign debt any thaw In rela- 
tions with the US could 
prove to be the most impor- 
tant event since India's 
nuclear tests on May ll 
which prompted Pakistan to 
conduct its own tests. 

Western economic sanc- 
tions led by the US have 
undermined Pakistan's 
investment outlook. Liquid 
official foreign exchange 
reserves have plummeted to 
barely three weeks worth of 
imports. Since the Indian 
tests, the KSE-100 index has 
fallen more than 40 per cent. 

But in the past two weeks, 
the market has clawed bade 
9.5 per cent on expectations 
that Pakistan is about to 
sign the Comprehensive Test 
Ban Treaty to end its 
nuclear row with the west 

Reports that the Jeddah- 
based Islamic Development 
Bank has extended a $200m 
loan to co-finance a $1.5bn 
Islamic loan fund for Pakis- 
tan also helped sentiment 

Yasln 1-aVhflTi^ KSE chair- 
man, said* “There are indica- 
tions the test ban treaty 
would be linked to with- 
drawal of sanctions, and 
that’s good news for the 
market”. 

He predicts Karachi's 
benchmark index could rise 
up to 25 per cent in the next 
four weeks "if everything on 
the economic front fells into 
place”. That includes a suc- 
cessful conclusion to discus- 
sions with the IMF to extend 
a fresh loan to Pakistan and 
a possible restructuring of 
Pakistan's foreign debt 
through the Paris and Lon- 
don clubs. 

However, others warn that 
in spite of the emerging 
upbeat sentiment, the long- 
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term outlook depends t* 
mainly on Pakistan's abtitiy i 'l 
to reform its economy and'....* 
end its row with the private .U 
producers of electricity. -*■ _ 

Nasir Bukhari, chief exec- 
utive of Karachi’s Khadim 
All Shah Bukhari brokerage, 
said: “The long-term outlook 
depends on the power sector, 
especially the future of the 
Hub power company 
(Hubert ." 

The government has 
launched investigations Into 
foe financial affairs of the 19 
private power companies. 
The contracts for those com- 
panies were signed under 
the government of Benazir 
Bhutto, who was sacked, as 
prime minister almost two 
years ago after allegations of 
corruption. 

The government says the 
tariffs permitted by the com- 
panies were excessive. The 
row between foe government 
and Karachi-based Hubco 
has hit equity sentiment 
hard. Hubco is the second 
largest company on the 
Karachi exchange in terms 
of market capitalisation. 

Some analysts warn the 
outlook could still be hit by 
concerns over Mr Sharif s 
political fixture. Last week, 
he suffered a blow when a 
group of MPs from his own 
ruling Pakistan Moslem 
League protested at plans to 
introduce Islamic shariah 
laws in foe country. 

Farhan Bokhari 
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Johannesburg stays weak 


SOOTH AFRICA 


Shares in Johannesburg 
stayed weak in dull turn- 
over. The all share index 
closed off 9ZA at 4,751.6. 

Industrials came off 2.6 per 
cent at 5,275.6 and financials 
gave up 1.4 per cent at 


6,881.2. Northern Platinum 
tumbled 31.1 per cent to 
R2.41 as takeover hopes 
faded. 

Golds managed to move 
higher with the sector index 
adding 2.5 per cent at 1,015.9, 
partly on a better day for the 
bullion price. 


Split over loan plan dents Tokyo 


ASIA P ACIFIC 

Shares In TOKYO plunged to 
new lows as fissures 
between the ruling Liberal 
Democratic party and oppo- 
sition parties emerged over a 
plan to taCkle foe financial 

sector's bad loan problem. 
writes Alexandr a Harney in 
Tokyo. 

The Nikkei 225 Average 
fell 2A per cent or 385.82 to 
13,597.30 in moderate 
trading, its lowest close 
since February 1966. The 
index moved between 
13,580.72 and I3£75.77 during 
foe day. 

The Topix index of all 
first-section issues slid 2.4 
per cent or 25.43 to 1,047.79. 
Volume was thin at S89m 
shares traded. Declining 
shares beat risers 956 to 217. 

Banking and securities 
shares were among the hard- 
est hit. Banking stocks slid 
3.4 per cent overall. Securi- 
ties shares tumbled 5 per 
cent, and the iron and steel 
sector was down 5.4 per cent 
amid concerns about weak 
demand and instability in 
the finawHal system. 

The Long Term Credit 
Bank of Japan, the troubled 
bank at the centre of politi- 
cal debate about using pub- 
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lic funds to inject liquidity 
into the financial system, 
gained Y2 to Y21 as the day’s 
most heavily traded share. 

Sakura Bank lost Y21 to 
Y229, and the Bank of 
Tokyo-Mitsubishi plunged 
Y61 to Y964. Sumitomo Bank 
lost Y49 to Y1.05L 

Nissho Iwai, the trading 
company, lost over 10 per 
cent or Y16 to dose at YIS5. 
Analysts said the market is 
concerned about possible 
losses from securities hold- 
ings. 

Blue-chip electronics and 
car companies fared poorly. 
Matsushita Electric Indus- 
tries, which markets the 


Panasonic brand, plunged 
Y68 to YlABL Honda Motor 
was down Y30Q to Y4,QQ0. 
Fujitsu, the electronics com- 
pany, feD Y22 to Yl.183. 

Yahagi, the software and 
pig iron group that filed for 
bankruptcy last week, 
plunged Y28 to Yl. The 
shares are to be delisted In 
October. 

JAKARTA tumbled amid 
continuing protests and riots 
and high interest rates, and 
the composite index fell 14.84 
or 5 j 5 per cent at 256.83. 

A sharp fell in blue-chip 
tobacco stock Gudang 
Garam highlighted market 
weakness. The stock lost 
Rpl.050 or over 20 per cent 
to Rp4,075. Its rival Sam- 
poerna, which reported 
heavy first-half losses last 
week, declined Rpl75 or 8 
per cent to Rpl 350- 

Semen Gresik, the cement 
group, fell Rp40Q to Rp7,G25 
and Telkom Indonesia lost 
Rp25 to Rpl,525. 

HONG KONG was 
unnerved by Tokyo's latest 
tumble and the escalating 
White House sex and perjury 
scandal. The Hang Seng 
Index lost 275.73 or 3.7 per 
cent to 7,170.23. Turnover 
was a thin HK$3.2bn. 

The dispute between Hong 


Kong Telecommunications 
and its staff over the compa- 
ny's plan to cut the salaries 
of all its staff by 10 per cent 
from November also hit sen- 
timent and foe shares fell 45 
cents to HKS14.30. 

HSBC Holdings lost HK$5 
to HKS132 on concerns about 
a slowing global economic 
environment and the bad 
debt situation in southeast 
Asia. 

KUALA LUMPUR fell 
steeply against a back- 
ground of increasingly vio- 
lent political unrest. The 
composite index ended 1438 
or 3A per cent lower at 
S7&32 after a session of rela- 
tively high volumes. Shares 
traded totalled 175.6m, up 
from 156m on Friday. Among 
leading stocks, Telekom fell 
25 cents to MS6.00 and Ten- 
aga 18 cents to MS3.62. 

SINGAPORE lost 30.15 or 
&3 per cent to 882^9 on the 
Straits Times Index follow- 
ing heavy selling of property 
shares. The sector gave up 
4.8 per cent on worries that 
employers were planning to 
cut their contributions to the 
Singapore Pension Fond. 
Overseas Union Bank was 
the most active stock, trad- 
ing 7 Jm shares and slipping 
27 cents at SS2.32, 



PRECISELY THE RIGHT 
WAY TO MEASURE 
EUROPEAN INVESTMENTS. 
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The success of pan-Eu r opean investment 
strategies requires Europe-wide Indexes capable 
of accurately measuring cross-border industry 
trends. Now the Dow Jones STOOP* indexes 
defiver that accuracy both for aH of Europe and 
for the new Euro-land equity markets. 


For more information simply contact 
STOXX LIMITED, P.O. Box, Selnaustrasse 30, 
01-8027 Zurich, Switzerland 
Phone +41 (1) 2292300, Fax +41 (1) 2292301, 
e-mail stoxxOstoxx.com, wwwxtoxx.com 




m. 


■? fey 

ft -: . 



STOXX UMTTS) A John Vulture of Deutsche fidrse AG Dow Jones & Company flMawx da Park Swds Exchange. 
The Dow Jonas STDXJP 1 family of indexes is darivad from and compatible with the Dow Jonas Global Indexes. 
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The exhausting peace process in Ulster is 

/ ^ being viewed with op timism , and the 
j successes of ah evolving economy are 
| creating a welcome atmosphere of cheer, 
l says John Murray Brown 
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‘vVTSWWe are great times to be Irish. 
TbeMtmtryetifoysniilieard-of 
prosperity. The economy outpaces 

. - its European partners. AM now' : 

with -the Good Friday agreement 
■ in Northern Ireland it looks ' 

.. as if . fee violence of the last : M 

■ 25 years could sodn be a . ' B 
thing of the past. 

. Fifteen months after - V 

■ coming to power, 

: ; , -Bertie '.Ahern* the ... • ' • ’ ^R|fl|§§ 
-■ prime minister, has so 
; ‘ fer- disproved those • . 

/ who said the coalltidn 

- between his populist “.•; 

: 1 Fianna Pail »nrj the - 

■ . ri^it-of-centre Progressive 
;-• Democrats would not last '■& 
.Instead his government 
> looks set to preside over ; *S| 

- ; twdof the most momerh 

, - tous events in Ireland . . .. 

. rince the country won its 

- independence from Britain 
.in l92L • 

On Ulster, both Ireland 
and the UK stand to 
gain from the stability 
that peace will bring. f 

Brigid Uaffan, Jean 

■ Monnet professor of ■ 

European Affairs m 
University College. ; 

Dublin, predicts' a . 

transfonnation. 

of political ’-.BH'- 
.^datlons; 

twb Miaftkv' 


becoming a unit within the 
. . European Union much like the 
Benelux countries. ' 

In January, the Irish will further 
stake their daim to be at the heart 
of Europe, with the launch of the 
fe* Single currency. As the only 
■tV English-speaking member - 
while the UK stays outside - 
WKAk Ireland will not only increase 
|gBL ^ competitive advantage over 
its nearest rival. It will also 
' reinforce its attractions 
- \ V for ;US companies invest- 

2B Am . V ing In-Europe. 
m^B ‘ “We’re at the 

bridgehead 

-Cm w between Europe 

- ■ - aud the US, which 

are set to be the two 
' "fastest growing 
®«»londc areas for the 
. next ID years," says 

Spring, the former 

^^B| Irish foreign minister 

FgF who now works as 

lw ’ consultant to Mintz 

W ^^B ; Levin, a US financial 

r - ‘ services company. 

- Analysts differ 
. over the reasons 

behind Ireland’s 
remarkable 

; economic recovery. 

Michedi Martin, 
.'^B education minister, . 

says lt ls necessary 
Lu..- - *to look-bariC- - 
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free secondary education in the late 
■ 1960s, tile benefits of which the 
economy is now reaping with the 
record inflows of foreign invest- 
ment. 

The budget reforms of Ray 
- McSh&tiry two decades later were 
also vital in laying the groundwork 
for the current fiscal stability. Even 
before European leaders established 
the rules for membership of mone- 
tary union at Maastricht. Ireland 
bad cut its budget deficit, and was 
fast reducing its debt .. 

But more than anything, Europe ' 
has been a hugely liberating experi- 
ence. Brussels has not only 
contributed materially to improve 
the country's infrastructure and 
reduce Its isolation; it has helped 
Ireland to loosen its economic 
dependence on the UK, has reduced 
the Influence of the Catholic 
church, and has introduced compe- 
tition into the economy, thus blunt- 
ing the powers of the public sector. 

The changes have been dramatic. 
Oliver O'Shea, a stockbroker, 
worked for 13 years in Chicago and 
London, and found M a foreign coun- 
try* on his return . Compared with 
the poverty that other generations 
suffered, Ireland now enjoys a GNP 
per head higher than the UK 
The long and sad history of 
emigration - from the Great Famine 
of the 1340s to the exodus of the 
1950s and 1960s - is being reversed 
as Irish nationals like Mr O'Shea 
come home to jobs in the rapidly 
growing Information technology ^ 
and fin nn rial services sectors. A 
The national accounts reveal jfl 
a 12 per cent gap between fl 
GNP and GDP reflecting in B 
' ' . part the profits repatriated by - B 
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the foreign-owned sector and local 
suppliers are tightening. 

"The deeper the roots they have 
in the local economy, the more 
difficult it is pull out,” says Kleran 
McGowan, the IDA chief executive. 

Indigenous businesses are also 
doing well, with a number of 
companies such as CRH. the 
building materials group, estab- . 
fished as leaders in their )\ 

sectors. Paul McGuinness. i 

manager of U2. tbe rock band, 
says Ireland should also be / jj 
encouraging its talents in the / 1 
arts. “We like to think we are / 
good at fanning and tourism f 
but we are not that good at / 
fanning and the tourism / 
industry needs to confront / 
the fact that we have very / 
xenophobic tendencies.” 

Certainly, tbe new- 
found prosperity is 
jealously guarded, as ' 
was demonstrated by the **$*988 
mean-spirited reaction to tjgfiu 
the recent influx of ^Kjpi 

Romanian gypsies. But that B| 
is a minority reaction. John 
O'Hagan, at the Institute of 
Statistics, says the fall in the 
savings ratio reflects "a real confi- 
dence that the boom will continue”. 

It nonetheless presents 

S challenges for policy- 
makers. The latest 
Central Bank report 
expresses concern at 
signs of inflation pres- 
sures. Credit Is 
growing at 

^BJL j more than 20 
4-'BB ; ■ \.-Jr per cent, 

^^B^' ''-i ■ aM 

house 

-^BmB Prices 

continue 
to soar. 
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The bank warns "any significant 
acceleration in Inflation could 
undermine the culture of stability 
that has been built up over the last 
decade”. 

There are indications of labour 
shortages in some specialist 
sectors. But more women are join- 
ing tbe workforce, and while net 
immigration continues, the growth 
in new entrants to the jobs market 
is set to continue until 2001. 

The transition to a single 
currency will not be easy. On the 
l face of it. political and economic 
\ policies are at loggerheads. 

\ With the economy growing at 
\ S per cent, there would be a 
\ strong case for raising inter- 
\ est rates. But the Central 
\ Bank is in tbe unenviable 
position of having to cut 
rates to bring them into 
line with Die other euro 
economies - a full 3 
Bx percentage points on 
cun-ent projections. 

More than that, the 
government is co mm 1 1- 
ISBr ted to cut taxes in the 
next budget in line with 
its deal with the unions, which 
could further fuel demand. Social 
partnership has provided one of the 
pillars of economic success. But 
once the country is party 
to the euro, such a 
consensual approach to 
industrial relations Wr* B 
may become more 

difficult to sustain as * J> J ’» 
businesses seek 
more freedom to 
adjust pay, and the 
government looks 
to fiscal innova- 
tion to compen- - 
sate for the loss 

of control over 
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exchange and interest rate policy. 

Cotrlona Murphy, a director at 
Allied Irish Baziks, believes for 
many companies the real impact of 
the single currency will be psycho- 
logical. "in such a small economy, 
we very quickly bump up against 
the problem of currency. It can 
often put businesses off completely. 
The change will have a dramatic 
effect on the whole approach to 
trading,” she says. 

For Ireland, the long-term 
success of the project will depend 
in part on whether the UK joins. A 
few years ago, the populist view 
would have been that anything that 
is bad for the UK must be good for 
Ireland. But policymakers realise 
the UK has been and will remain 
an important safety valve for the 
Irish economy in absorbing surplus 
workers when the Irish economy is 
quiet and providing labour when 
demand increases. 

Mr Ahem is well aware that a 
UK economy in good shape is in 
Ireland's interest. He remains opti- 
mistic that the UK will join soon. 

"I do not envisage a situation 
where in five years' time 
Britain will be outside the 
euro,” he says. 

His hope is that as in 
the historic settlement in 
Ulster, old enemies can 
share a common future in 
Europe too. 


RELAND - THE CALL CENTRE CAPITAL OF EUROPE 
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Celtic tiger’s 

strength amazes 
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ECONOMY • by John Murray Brown 


A record of low 
inflation and high 
growth is baffling 
even those who 
have achieved it 

The tiger may be an 
endangered species in Asia, 
but Ireland’s Celtic breed 
■would appear to be alive and 
kicking. The Celtic tiger tag 
- coined by Morgan Stanley, 
the US bankers, in a report 
back in 1994 - is not one 
that the policymakers in 
Dublin are particularly com- 
fortable with. It suggests 
something exotic and dan- 
gerous. The Irish economic 
miracle, they insist, is based 
on firm ground. 

But is this economic suc- 
cess sustainable? The labour 
supply is continuing to grow 
at well above the European 
Union average, with the 
result that industry with 
some exceptions has not met 


the constraints you might 
expect in such an expanding 
economy. After decades of 
emigration. Ireland’s recent 
economic success is attract- 
ing people home with net 
immigration set to continue. 
There is likely to be some 
flattening-off of the rate of 
labour supply growth. The 
number entering the work- 
force is likely to peak in 
2001 . ’ ’ 

The increase in jobs has 
given many women more 
financial independence. But 
female participation in the 
workforce is still 5 or 6 per 
cent below the European 
average and even further 
adrift from the rates prevail- 
ing in. the more developed 
north European economies. 

Officials sound an optimis- 
tic note for the future, and 
point to a strong correlation 
between female participation 
in the labour force and the 
improvement in female edu- 
cation with more girls than 


boys doing mathematics, for 
example, in secondary 
schools. 

Policymakers can do much 
to encourage further female 
participation through 
changes in childcare and 
other welfare programmes. 

There are already short- 
ages in some sectors - par- 
ticularly for software engi- 
neers and software 
technicians. But headline 
unemployment is still at 9 
per cent, down from 10.2 per 
cent this time last year. This 
compares with 16 per cent 
five years ago. Dermot 
O'Brien, economist with 
NCB stockbrokers in Dublin, 
believes it can fall much fur- 
ther. Brendan Walsh, eco- 
nomics dean at University 
College Dublin, points out 
that short-term rates - at 
around 4 per cent - are now 
lower than average US rates. 

Much will depend on 
maintaining the social part- 
nership that has underpin- 


The leader of the pack 


Ireland's economic 
performance continues to 
astound. It has achieved 
average growth rates of 6 par 
cent through the 1990s - the 
highest of any European 
Union economy and one of 
the fastest rates in the 
countries of the Organisation 
for Economic Co-operation 
and Development (OECD). 
GDP gowth reached 10.4 
per cent in 1995, 7.1 per 
cent in 1996 and 9.5 per cent 
last year. 

The finance ministry 
confidently predicts it can 
sustain rates of around 5 per 
cent over the medium term. 

To support this prediction, 

officials point to the growing 


labour supply and the Impact 
of foreign direct investment. 
Ireland has attracted record 
levels of foreign companies 
in the high productivity, high 
technology sectors - defying 
the notion that peripheral 
members of the European 
Union would suffer with the 
advent of the single market 

The indigenous business 
sector has also done well, 
with listed companies 
reporting strong earnings. 
Rates of profitability across 
the economy have increased, 
fuelling employment growth. 

The improvements deriving 
from these structural factors 
have been buttressed by 
macro-economic policies that 


have helped achieve wage 
stability and keep inflation in 
check. Moderate wage 
Increases agreed under 
successive national 
agreements between labour 
and management have led to 
improvements in 
competitiveness. Productivity 
has increased as unit labour 
costs have dropped. 

Even before the Maastricht 
restrictions were imposed on 
EU members. Ireland had ' 
curbed its budget deficit to 
less than 3 percent. The 
budget recorded a surplus of 
around 1 per cent of GNP 
last year and is expected to 
rise to between 1 .5 and 1.75 
per cent this year. 


Farming, the traditional foundation of the economy, risks being hit hard by reform to Europe's Common Agricultural Policy. But there's plenty of good news to compensate 


ned macro-economic policy 
for the last decade. With 
Ireland entering the single 
currency, and with the 
authorities no longer able to 
use interest and exchange 
rates to Influence demand, 
the government is likely to 
be under pressure to adopt a 
flexible incomes policy, to 
include profit-sharing, when 
the current pact comes up 
for negotiation next year. 

Budget support from the 
European Union is set to dry 
up as new members from the 
poorer agriculture-based 
economies of eastern Europe 
prepare to join. The struc- 
tural funds - worth around 
f£2bn a year or 2.5 per cent 
of GNP - have helped 
improve Ireland’s infrastruc- 
ture and thus its productive 
capacity, but with income 
per capita fast approaching 
the EU average and set to 
overtake the UK in 2000, it is 
bard to argue for continued 


tr ansf ers. 

In the area of competition 
policy, more time will be 
devoted to deregulation of 
the public utilities. 

On the inflation front, offi- 
cials point out Ireland's 
inflation rate as a small, 
open economy Is largely 
determined by exchange rate 
factors and the inflation rate 
of its main trading partners. 
With labour markets 
between the UK and Ireland 
integrated in many sectors, 
the performance of the UK 
economy has a big bearing 
on Irish inflation. 

The figure reached 3.2 per 
cent in the year to August - 
the highest level in 6 years - 
but officials predict it is 
peaking. 

There is a clear perception 
that the British pound is 
over-valued. The recent 
weakness of the Irish pound 
- relative to sterling - 
should have resulted in 


higher inflation. But officials 
point out that the pricing 
policy of UK retailers arriv- 
ing in the Irish market has 
helped restrain the rate. The 
fall in the effective Irish 
pound exchange rate has 
also coincided with rela- 
tively modest world com- 
modity prices, a timely 
bonus. 

The price index tells only 
part of the story. Some econ- 
omists worry about the 
impact of wage push infla- 
tion. Although Partnership 
2000 - the three-year wage 
pact between unions and 
business - envisages wage 
increases of around 2 per 
cent, the government's tax 
take, with PAYE returns at 
record levels, would suggest 
that in many areas it is 
already much higher. How- 
ever, officials say despite 
concern that the inflation 
figures may be misleading, 
there is no evidence in man- 


ufacturing data that workers 
are exceeding the terms of 
the national agreement. In 
any event, because of the 
increased competition in the 
economy there is little scope 
for passing on wage 
increases in higher prices. 
Moreover, many of those in 
employment are In the mul- 
tinational sector, which is 
not producing for the domes- 
tic market but for export. 

Of more concern is the 
housing market. The rise In 
prices - up almost 40 per 
cent in Dublin according to 
the Irish Permanent's latest 
housing index - is a direct 
result of the rising level of 
employment, the demo- 
graphic blip, lower interest 
rates and supply constraints. 
The long-term solution is an 
increase in housing supply. 
But officials express confi- 
dence this Is not a specula- 
tive boom - as it was In the 
UK in the 1980s. Changes in 


the tax treatment of invest- 
ment property in the last 
budget have helped to take 
some of tbe heat out of the 
market. But government offi- 
cials point out interest rates 
are set to fall - as Ireland 
brings rates into line with 
those in the core European 
economies with which it will 
be united in the single cur- 
rency next January. 

Much will depend on the 
continuing prudent lending 
policies of the banks and 
mortgage companies. Loan 
to value ratios have been 
improving. 

For all that, there is still 
some surprise that an econ- 
omy can grow at such a pace 
and still not feel the effects 
of inflation. At a recent 
press conference. Charlie 
McCreevy, the finance minis- 
ter. made a public admis- 
sion: "even my officials do 
not know why inflation is 
not higher". 




INFORMATION TECHNOLOGY • by Nuala Moran 


The pulling power 
of a president 


Bill Clinton has 
helped attract 
much-needed US 
IT investment to 
Ireland 

Peace, golf and Monica 
Lewinsky may have domi- 
nated the news, but another 
item firmly on the agenda 
during President Clinton’s 
visit to Ireland earlier this 
month was the country's 
high-tech economy, and the 
role that US inward invest- 
ment has played in creating 
it. This was symbolised with 
the signing, by President 
Clinton and Taoiseach Benle 
Ahem, of a joint communi-; 
que on electronic commerce, 
using electronic signatures. 

The ceremony took place 
during a visit to the Euro- 
pean headquarters of Gate- 
way 2000, near Dublin, 
where over 1.S00 people are 
employed - manufacturing, 
selling and supporting per- 
sonal computers across nine 
rountries in Europe. But in 
truth the presidential party 
could have ebosen from a 
long list of US-owned IT 
companies in Ireland, includ- 
ing IBM. Intel. Dell. Oracle. 
Microsoft. Novell, Lotus and 
Compaq. 

Over 30 per cent or invest- 
ment in Europe by US IT 
companies goes to Ireland. 
This has resulted in Ireland 
becoming the second largest 
software exporting country 
after the US. with around 40 
per cent of packaged soft- 
ware and 60 per cent of busi- 
ness applications sold in 
Europe coming out of 
Ireland. 

The greatest success to 
date of Ireland's inward 
investment strategy came in 
January this year when Dell 
Computer Corporation 
announced that it was to cre- 
ate 3.000 jobs over three 
years. With 1,400 already 
employed by the PC manu- 
facturer. this will make Dell 
one of the largest private 
sector employers in the 


country. While this is the 
largest job creation project 
in the history of the state, 
Dell's news highlighted the 
fact that inward investment 
can be here today and gone 
tomorrow. Part or the expan- 
sion plan includes Dell's tak- 
ing over a factory left empty 
by the Korean company AST 
when it cut back operations 
at the end of L997. with the 
loss of 300 jobs. 

This followed the closure 
> in December 1997 of Seagate 
Technology's disc drive 
plant in Clonmel, County 
Tipperary. The plant opened 
only two years earlier and 
employed 1,400. 

Recognising that compa- 
nies lured by grants, low tax 
rates ^rid relatively cheap 
labour are often short-term 
Investors, the Irish govern- 
ment now has a policy of 
encouraging companies to 
put down roots, by introduc- 
ing strategic functions such 
as sales, marketing develop- 
ment and customer support. 
Dell is viewed os the model 
of a r company with deeply 
inte^rated business func- 
. tions.in line with the type of 
operation that the Industrial 
Development Authority 
(IDA) is now targeting under 
this strategy. 

Digital set up its Galway 
plant, manufacturing mini- 
computers. in 1971. It looked 
like a body blow to Ireland’s 
inward investment strategy' 
when the company 
announced in 1993 that the 
plant, was to shut down with 
the 'loss of too jobs. But the 
factory closure did not sig- 
nal Digital's withdrawal 
from Ireland. Instead, the 
focus of the operation has 
shifted from manufacturing 
to software and services. 

Galway is now the home of 
Digital's European Software 
Centre, employing over 500. 
while in Dublin the company 
has Established a Year 2000 
Centre, serving clients 
worldwide, and earlier this 
year opened a call centre 
that forms one of three 
global hubs for customer ser- 


vice and support 

In short. Digital in Ireland 
is no longer focused just on 
the Irish market, but on the 
whole of Europe. 

There Is a tendency to 
think that Ireland's success 
in attracting investment 
hangs on a plentiful supply 
of grants and a low rate of 
corporation tax (currently 10 
per cent and due to increase 
to 12.5 per cent). But Peter 
Donnelly of Digital says that 
the business case for siting 
the multi-million pound call 
centre in Dublin did not 
even mention the availabil- 
ity of government grants. 
"Grants cannot be a disin- 
centive. but there are a lot of 
other factors that must be 
weighed up in making this 
kind of investment You can 
get grants wherever you go.™ 

Factors cited as encourag- 
ing inward investment 
include a highly skilled 
workforce and developments 
in telecommunications 
which mean that Ireland's 
position on the western edge 
or tbe continent, is no longer 
an issue. At present there 
are 27.000 graduates a year 
coming on to the labour 
market, of whom 10,000 have 
science degrees. School leav- 
ers who have IT training are 
becoming an increasingly 
important source of recruits. 

In addition, the govern- 
ment has encouraged the 
setting-up of joint science 
and language courses to sup- 
port inward investment 
operations serving custom- 
ers across Europe. 

Isocor. which produces 
internet software, exempli- 
fies the importance of the 
skills base in attracting 
inward investment. It has 
chosen to set up its software 
development centre in Dub- 
lin, in preference to siting it 
at the US headquarters in 
Santa Monica. California. 

David Longley, European 
general manager, says: "It is 
not tbe usual model, but the 
directors who set up tbe 
company in 1991 had previ- 
ously had dealings in Ireland 


Pre si dent Gflnton and Bertie Ahem before their electronic signing 
of a new e-commerce communique ap 


and knew the quality -of 
graduates coming out of 
computer science courses 
really is top class.™ 

Aside from the jobs cre- 
ated when an overseas com- 
pany opens up shop, one of 
the main justifications for 
putting public money into 
inward Investment is that it 
fuels the development of 
indigenous companies. 
Indeed, tbe Irish software 
industry is now one of the 
most important sectors of 
the economy, employing 
over 20,000 people. But while 
exports from the sector as a 
whole are worth I£4bn, 
exports from indigenous 
companies are valued at 
only IE 400m. To put this 
more starkly in perspective, 
there are 500 indigenous 
companies and 100 foreign- 
owned companies. 

With a home market that 
is almost irrelevant, the suc- 
cess of indigenous software 
companies hinges on 
exports. To achieve this, 
Ireland not only needs to 
increase the number of com- 
panies, but more impor- 
tantly must establish large 


groups that can dominate 
global markets in their cho- 
sen niches. 

There is one role model. 
Iona Technologies, which 
produces software called 
middleware which enables 
applications running on dif- 
ferent kinds of computers to 
operate together over net- 
works. Iona was spun out of 
Trinity College Dublin in 
1991, and floated on the US 
Nasdaq exchange in Febru- 
ary 1991, raising US3l38m, 
making it the fifth largest 
software company flotation. 

For Chris Horn, founder 
and chief executive, the 
main hurdle In getting Iona 
started was a shortage of 
venture capital. Its success- 
ful Dotation has encouraged 
tbe Irish venture capital 
industry to put money into 
software, although the Irish 
Software Association says 
that less than I£i5m was 
invested in 16 companies In 
1997. "While an improve- 
ment on previous years, this 
.is totally inadequate to 
finance Irish companies hop- 
ing to compete in global 
markets." 


CALL CENTRES » by NuaJa Moran 

Turning their 
headsets red 


Dubliners are 
fast becoming a 
leading source 
of customer 
support 

Dublin has call centres 
coming out of its ears. In 
Ireland as a whole, and tbe 
capital in particular, the sec- 
tor has enjoyed rapid growth 
over the past five years. 

The centres perfectly 
reflect the country’s dual 
strengths of a highly trained 
workforce and a modern 
telecommunications infra- 
structure. Although other 
locations, such as Scotland, 
are able to boast a greater 
number of call centres. 
Ireland has the distinction 
tbat the majority of its cen- 
tres. are providing multi-lin- 
gual, pan-European services, 
rather than purely national: 
services. 

In addition to US multina- 
tionals such as the PC manu- 
facturers. Dell Computers 
and Gateway 2000 which 
support their European 
operations from Ireland, and 
the software company Ora- 
cle which does direct mar- 
keting across Europe from 
its Dublin centre, a number 
of specialist call centre com- 
panies have chosen Ireland 
as the base for their third 
party operations. One is the 
Merchants Group, which 
opened its call centre in 
Cork City in March this 
year. 

The company already had 
two call centres in Milton 
Keynes from where it pro- 
vides third party services for 
IT, financial services, phar- 
maceutical, healthcare and 
utilities companies. It inves- 
tigated sites in Scotland, 
Wales, Bradford. Leeds, Not- 
tingham and Kent, before 
choosing Cork. 

‘ ft is often thought that the 
success of the Irish Indus- 
trial Development Authority 
(IDA), in attracting inward 
investment has rested on 
grants and other induce- 


ments. but Andrew White- 
man, director of the Mer- 
chants Group, stresses 
grants are on offer in most 
locations. "It is a pretty level 
playing field in terms of tbe 
assistance available. If you 
are going somewhere 
because of grants it will 
' probably be a big mistake - 
it wont give you what you 
need in terms of skills and 
other factors." For example. 
Scotland with its attractive 
grants regime, has the great- 
est concentration of call cen- 
tres in Europe, but Mr Whi- 
teman said: “We decided not 
to go there because of the 
competition for staff. We 
train people to a high stan- 
dard, and we wouldn't want 
them going down the road 
for seven' and sixpence an 
hour more." 

Eighteen months ago. 
when Merchants Group 
began to prospect for a site. 

. there were 4.000 call centre 
seats in IreLand, of which 

3.000 were in Dublin. “Rents 
in Dublin were as high as 
Milton Keynes, and salaries 
about the same." 

Cork is cheaper and there 
was no substantial call cen- 
tre in the city, which has 

500.000 people within com- 
muting distance. "It's good 
to go -somewhere first, 
though I have no doubt that 
all the cost differentials will 
erode in time. But the IDA 
won't kill the goose that lays 
the golden egg by attracting 
too many call centres to 
come to Cork." 

Indeed there appears to be 
an informal policy not to 
attract any more call centres 
to Dublin, so that while the 
IDA will provide support and 
advice for any company that 
chooses to set up there, the 
agency is hot actively 
encouraging anyone to do 
so. The Merchants Group 
centre which opened with 60 
staff wtil eventually employ 
600, and represents an 
Investment of several mil- 
lion pounds. The customers 
are' in 40 different countries, 
requiring staff with skills in 


16 different languages. 

Language skills have been 
an important factor in 
encouraging the develop- 
ment of the call centre sec- 
tor in Ireland, with many 
centres supporting custom- 
ers across Europe. For exam- 
' pie, Symantec, the software 
tools company, has a sup- 
port centre dealing with 
French, Dutch, Italian and 
Spanish customers. 

Symantec first moved into 
Ireland seven years ago to 
set up a manufacturing facil- 
ity, drawn by the fact that 
there are so many other US 
companies based in the 
country. “By 1996 we needed 
a. call centre to take over 
support from our distribu- 
tors," says Hal Stanley, 
senior manager for customer 
support in Europe. 

The centre opened in the 
middle of 1997. “We came to 
Dublin because there is a 
young, highly educated 
workforce, with a good level 
of university graduates. In 
addition there has been 
extensive investment in the 
Infrastructure, and telecoms 
costs are among the cheap-, 
est in Europe." 

Originally Symantec 
planned to recruit technical- 
graduates with language 
skills, but was aware that ft 
m ight not be able to retain 
the interest of such hi g hl y 
trained staff for a long Hmn 
“Now we are seeing a shift 
to a different level : of 
employee, with Leaving .Cer- 
tificate and language skills. 
We're not a sweatshop, and 
don’t want to see people 
burnt out in a year, because 
we put a big investment into 
training them." 

Another large Dublin call 
centre houses the direct 
marketing division of Oracle, 
the US software company.. 
Oracle Europe is Ireland’s 
fifth largest IT inward inves- 
tor. with turnover of I£800m 
in 1997. Oracle generated one 
million telephone calls from 
the Dublin centre, resulting 
in the completion of 20.000 
orders. 
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The bottom line... 




Qive Cowdery, Chief Executive. Scottish Amicable International Assurance- 
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TELECOMS • by John Murray Brown 

Advocate of 

pragmatic 

privatisation 
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Mary O’Rourke is 
no Thatcherite, 
but she believes 
the time is right 
for a sell-off 

Mary O'Rourke. Ireland’s 
minister for public enter- 
prise, is no great fan of Mar- 
garet Thatcher, and is keen 
to emphasise her privatisa- 
tion plans will be Quite dif- 
ferent from those of the for- 
»'■ mer British leader. 

Mrs O'Rourke - sister of 
the late Brian Lenihan, the 
popular Irish foreign minis- 
ter - is described as the 
most pragmatic mmiatw in 
the government. 

But she is a politician to 
her finger tips. Most observ- 
ers believe it was only when 
she was confident that popu- 
lar resistance to selling off 
state companies had waned 
. that she decided to press 
ahead with her modest pro- 
gramme. 

Earlier this month. Aer 
Lingus. the national airline, 
was given the go-ahead to 
seek out a strategic partner. 
But it is Telecom Eireann. 
the state telecommunica- 
tions company, which is the 
zeal jewel. 

\'The planned flotation next 
summer will be the largest 
ever Irish issue and is expec- 
ted to add about 2.5 per cent 
to the market capitalisation 
of the Dublin stock 
exchange. 

The public offering has 
won the backing of TE's 
unions, who are being 
offered 14.9 per cent of the 
company under a novel 
employee share ownership 
scheme. Mrs O’Rourke 
believes the scheme will 
offer a model for other state 
companies. 

“There's been a lot of inan- 
ity in the press about this 
issue - that the workers are 
getting all these shares for 
free. But just look at all the 
money that is made on 
shares by all sorts of people 
and it is the workers who 
have contributed. If Pm has- 
tening the pace of liberalisa- 
tion. you have to have the 
workers with you," she says. 

‘We have the 
circus set up, 
but we’re 
still selling 
the seats’ 

Alfie Kane. TE’s chief 
executive, concurs. “It's a 
ground-breaking deal in 
industrial relations. It’s a 
way to free up the culture of 
the company and accelerate 
the restructuring in cost 
cuts and improvements in 
working practice. The work- 
ers are given an emotional 
and financial lock-in." 

Ireland's telecommunica- 
tions market is growing at 
between 12 and 14 per cent a 
i,.ear. The market is worth 
around T£l.4bn - mobile tele- 
coms alone are worth 
USaOm. 

This is tiny by European 
standards, but penetration - 
the measure cl the number 
of lines per head erf popula- 
tion - is very low. And with 
the surge in foreign invest- 
ment, demand for modem 
services is growing. 

"You shouldn’t Judge 
Ireland just as a market of 
Un people. We have a high 
proportion of the telecentres 
in Europe, a market of more 
■ Ilian 300m," says one erf Mre 
'O'Rourke’s senior advisers. 

As the market prepares to 
open to competition, prices 
have come down and the 
range of suppliers and prod- 
ucts available has increased. 

Telecom Eireann still has 
a monopoly position in voice 


telephony for the residential 
market But there are corpo- 
rate providers using lines 
leased from TE. There are 
also two alternative mobile 
operators. 

Telecom Eireann is now 20 
per cent owned by a consor- 
tium of KPN. the Dutch tele- 
communications company 
and Telia, the Swedish oper- 
ator. Morgan Stanley, the US 
bank, structured the deal to 
provide KPN-Telia with a 15 
per ceut option which would 
involve a claw-back clause. 
The elegance of the agree- 
ment is that it gives both 
parties an incentive to see 
profits maximis ed. 

Mrs O'Rourke has now 
brought forward the date of 
full liberalisation. Brussels 
had ruled that the Irish mar- 
ket for voice telephony - as 
opposed to data - should be 
protected from competition 
until January 2001. The mar- 
ket is now to be liberalised 
from this December. 

How did Telecom Eireann 
take it? “They swallowed 
bard and got on with it,” she 
says. “But there were so 
many areas where we were 
not developing because there 
was this comfortable feeling 
of 'we've got another length 
of time before we have to 
face competition'. 1 didn't 
think in the telecoms indus- 
try it was the best way to 
proceed." 

The government's view is 
it would be inconsistent to 
maintain the “derogation 
while at the same time 
claiming to be a world leader 
in information technology. 

Liberalisation will stimu- 
late some investment inter- 
est. Cable and Wireless, the 
UK operator, has just 
announced plans to expand 
its Irish operations. Ocean - 
a joint venture between Brit- 
ish Telecommunications and 
Ireland’s Electricity Supply 
Board - says it will spend 
I£100m over three years. BT 
is set to make use of ESB’s 
power lines - thus avoiding 
the expense of leasing lines 
from TE. But the industry 
expectation is that Ocean 
will be concentrating its 
efforts on Ireland’s booming 
teleservices. 

More immediately, the 
early opening of the market 
mil have little impact Esat 
Telecom, the private opera- 
tor founded by Denis 
O'Brien and the main com- 
petition to TE, has around 20 
per cent of the corporate 
market but it is still in many 
respects in the research and 
development stage. It is 
making losses, although it 
expects to break even - 
before tax and interest - by 
the end of 1999. 

“We have the circus set up 
but we're still selling the 
seats." says Mr O'Brien. 
"But this is a game of num- 
bers. If we can be the low- 
cost operator, we will have a 
tremendous pricing advan- 
tage," 

11116 is where the regula- 
tor comes in. Etain Doyle 
has been in intensive discus- 
sions with the companies - 
and has even opened her 
doors somewhat tentatively 
to the Irish press. She is in 
fp pts on the allocation of 
telephone numbers - cur- 
rently in TE’s control. Nego- 
tiations over inter-connect 
rates are ongoing. 

Mr O'Brien believes this 
will form the first test of 
•whether the regulator is pre- 
pared to set a level playing 
field TE can be expected to 
resist this. The current rate 
- which is the charge TE 
exacts to transmit calls 
along its infrastructure - is 
almost 10 times the EU 
benchmark rate. According 
to Esat, TE’s latest offer to 
the regulator is 70 per cent 
higher than the highest EU 
rate and 220 per cent mare 
than the lowest 
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POLITICS • by John Murray Brown 


Favour isn’t everything 


Despite record 
ratings in the 
polls, Bertie 
Ahem faces a 
rocky road ahead 

Bertie Ahern must have 
been pleased with the news. 
A poll earlier this month 
suggested he was the most 
popular taoiseach ever - 
even more popular than 
Sean Lemass, in many ways 
the architect of Ireland's 
modem economy. 

The same poll had his pop- 
ulist Hanna Fail party weD 
ahead of the pack with 41 
per cent approval against 
the conservative Fine Gael 
with 18 per cent 

Fianna Fail - Ireland's 
answer to the Gaullist party 
in France - is currently in 
coalition in what is in effect 
a minority government with 
Mary Harney's right-of-cen- 
tre Progressive Democrats. 
Mr Ahem also has the sup- 
port of a handful of indepen- 
dents - most of them disaf- 
fected Fianna Fail members. 

At first glance, the govern- 
ment would appear stable. 
The Northern Ireland peace 
settlement has certainly 
boosted Mr Ahern’s standing 


even among those who 
would not be natural admir- 
ers. The former labour 
affairs minister used his 
renowned skiHe as a concili- 
ator to help forge the his- 
toric deal. And the party has 
been able to bask in the glow 
of b eing the European 
Union’s fastest growing 
economy. 

Yet behind this feel-good 
mood, some commentators 
believe there is a time bomb 
ticking under the two main 
parties as they await the out- 
come of the twin Moriarty 
and Flood tribunals. 

These two government-ap- 
pointed high court investiga- 
tions are separately looking 
into corruption allegations 
in the sensitive areas of 
political donations and 
abuse of planning rules. 

In the absence erf a more 
rigorous parliamentary com- 
mittee system, such tribu- 
nals of inquiry have played 
an important role in Irish 
political life in recent years. 
There was the Beef Tribunal 
which exposed fraud in the 
beef industry - although no 
politicians were forced to 
resign as a result There is 
some grumbling about the 
legal costs involved. But 
there seems to be wide- 


spread public support for 
what the Investigators are 
trying to achieve. 

The latest tribunals have 
already seen the 72-year-old 
Charles Haughey - in many 
ways the most charismatic 
Irish politician of recent 
years - feeing the prospect 
of a prison sentence if con- 
victed of misleading the 
investigation into secret pay- 
ments made to him by a big 
businessman when be was 
prime minis ter in the early 
1980s. The tribunal’s hams- 
ters have displayed a keen 
forensic nose, tracing Mr 
Haughey’s money to bank 
accounts as far afield as the 
Cayman Islands. 

Mr Ahern has emerged 
untarnished by Mr Haugh- 
ey’s troubles. However, the 
coalition suffered a more 
direct casualty with the res- 
ignation of Ray Burke. Mr 
Ahern's foreign minister, 
who faced allegations that 
he received undeclared pay- 
ments from a north Dublin 
builder. 

The Burke affair was 
harder for Mr Ahem to dis- 
tance himself from. He Ini- 
tially stuck by him. Some 
politicians believe it showed 
a lack of judgment on his 
part - coming on top of 


rumours about Mr Burke's 
involvement in a series of 
planning controversies in his 
north Dublin constituency. 
Several cabinet colleagues 
also criticised Mr Burke’s 
appointment at a critical 
point in the peace process. 

But his eventual departure 
was acrimonious. Much to 
the evident surprise of party 
managers, Mr Burke not 
only resigned his cabinet 
post but announced be was 
standing down from the 
DSil, thus pitching Fianna 
Fail into a by-election in the 
very constituency where the 
party was facing the allega- 
tions about planning abuse. 

The real fear is that the 
ongoing investigations could 
throw up other names. Mr 
Ahern has to date managed 
skilfully to shield himself 
from the flak arising from 
both the Haughey investiga- 
tions and the scandal sur- 
rounding Mr Burke. 

Mr Haughey once 
described the young Mr 
Ahem as the “most cunning 
and most devious of them 
all". That was high praise 
from the then party leader. 
But if fresh allegations do 
emerge, it could put renewed 
strain on the Fianna Fafl-PD 
coalition. 



Bertie Ahem might be popular but his ostensibly stable government 
could face trouble if corruption investigations continue to go badly 


If Mrs Harney and her two 
PD colleagues withdraw 
their support, the govern- 
ment would be unsustaina- 
ble. In Dublin you will find 
few people who would not 
put money on Mr Ahern 
being forced to go to the 
country before the end of 
1999. If both top parties are 
tarnished by the findings of 
the tribunals, the prospects 
of the smaller parties - 
already on an upward trend 
- look good. 

Labour and the Demo- 
cratic Left, who are cur- 
rently in possible merger 
talks, could benefit Joe Hig- 


gins of the Socialists - cur- 
rently a one-man party - 
could do well. 

Perhaps the greatest bene- 
ficiary could be Sinn Fein, 
which is not only close to 
Fianna Fail politically but 
would be entering the elec- 
tion with a peace deal in 
place in Ulster which could 
transform the attitudes of 
the habitually cautious 
southern electorate. All of 
this may remain in the 
realm of speculation. The 
only grain of comfort for Mr 
Ahern is that Fine Gael is 
equally likely to be tainted 
by the current tribunals. 


Ocean. 

Because Ireland calls for worldclass 
communications. 


The promise is simple. 

All your voice, all your data, all your 
image commmunication needs in 
Ireland managed by one superb new 
communications source - Ocean. 

Ocean gives you the resources of 
BT in Ireland; the Concert portfolio 
of business services offers a one 
stop solution to your pan European 
and global co mmunic ation needs. 
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backed by seamless BT connections 
to the outside world. 

Talk to Ocean on +353 1 418 5700 
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Ocean. We’B help you make 
. the most of Ireland's real potential. 
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POWER * by Aidan Q* Sullivan 

Charged up for reform 


New generators 
are being drawn 
to the market but 
an ESB sell-off 
remains unlikely 

Power. much like 
telecommunications and 
other areas that have histori- 
cally been under state con- 
trol. could soon be in for a 
shake-up. 

In February 2000, some 28 
per cent of the industrial 
electricity market - equiva- 
lent to the top 300 energy 
users - will be thrown open 
to competition. 

To date, the only contract 
to be awarded to a foreign 
company has been to IVO of 
Finland which is building a 
peat power generating plant 
in the Irish Midlands. The 
suspicion in. the industry is 
that this move had less to do 
with energy policy than the 
need to keep Bord Na Mona 
- the state peat company 
and a big employer in rural 
areas - in business. 

In July, the government 
Invited the Electricity Sup- 


ply' Board fESBi. the state 
monopoly, and other opera- 
tors such as Marathon of the 
US and Viridian. formerly 
Northern Ireland Electricity, 
to give their responses to a 
consultation paper on the 
future of the industry- 

The paper looks at the 
mechanics for energy trad- 
ing. It also looks at licensing 
and tariffs, and outlines the 
role for the regulator, which 
the government hopes to 
have in place soon. Legisla- 
tion is set to go before the 
D3il, the Irish parliament, by 
the end of this year. 

It is a packed agenda - 
although officials are quick 
to stress there is no question 
of privatising ESB for the 
time being. 

The limited liberalisation 
of the market is iu line with 
directives from the Euro- 
pean Commission. In prac- 
tice. it is unlikely that any 
private power company will 
be ready to produce by Feb- 
ruary 2000. 

But there is an increasing 
urgency to see further plant 
commissioned. Capacity is 
around 3.000MVV. According 


to the Economic and Social 
Research Institute, demand 
is projected to increase by 
1S0MW a year from 2000. 

A small amount of energy 
is produced using non-fossil 
fuels - again in line with EU 
rules. There is already a 
small wind power industry, 
with the entire output 
bought by the ESB. 

Huge potential has been 
identified along the shallow 
sand banks in the western 
Irish Sea to build offshore 
wind farms in cooperation 
with the authorities in 
Northern Ireland. 

The last government - the 
Fine Gael-led Rainbow coali- 
tion - also proposed that 
generators of “green" elec- 
tricity should be able to use 
the ESB's grid, a move that 
would create localised hydro 
and wind companies. But 
plans have been held up 
over rights and payments for 
access to the grid. 

On a smaller scale, a grow- 
ing number of businesses are 
developing their own energy- 
efficient combined heat and 
power (CHP) plants such as 
the Guinness brewery in 


Dublin. Denis O'Brien, 
whose fortune has been 
made out of radio and a 
mobile phone concession 
won by his Esat Telecom 
company, plans to set up 
his own private power 
company, and is known to 
be seeking foreign part 
ners. 

However, the real focus is 
on the threat to ESB's 
monopoly position from new 
operators entering the fray. 
A dozen private power com- 
panies wait in the wings. 
Some are more enthusiastic 
than others. 

Marathon insists It will 
have a new power plant 
ready by 2000, but it is the 
only company making such 
a claim. Viridian has said it 
will bid on power contracts 
in the Republic. In Septem- 
ber. it took on a number of 
key senior personnel from 
Yorkshire Electricity 
expressly to develop these 
areas of •‘unregulated" busi- 
ness. The company is under- 
stood to have teamed up 
with CRH. the Irish building 
materials company and one 
of the country's largest 


WEST OF IRELAND « by Kieran Cooke 

Rural areas complain of pitiful neglect 


The gulf is growing between locations in the west and the highly developed regions around Dublin and Cork 


Towns such as 
Ballina in County 
Mayo typify the 
region's poor 
relation status 

The town of Ballina lies on 
the western edge of Ireland, 
surrounded by the bleak but 
hauntlngly beautiful land- 
scape of County Mayo. The 
Moy, one of Europe's finest 
salmon rivers, flows by 
churches and old warehouse 
buildings. The Atlantic wind 
whips down streets lined 
with fishing tackle shops 
and pubs- 

Mention of the Celtic tiger 
brings a wry smile to the 
face of Terry McCoIe. a Bal- 
lina college principal and 
former head of the local 
urban district council. 
“People round here say 
Ireland’s economic tiger 
must have run out of steam 
on its journey to the west 
from Dublin. The politicians 
and planners have largely 
ignored this part of the coun- 
try. Dublin and the east 
have been grabbing the bulk 
of investment and benefits of 
economic growth - we're left 
to fight over the crumbs.** 

Mr McCole's views are ech- 
oed all along Ireland's Atlan- 
tic seaboard - from County 
Donegal in the north-west to 
County Clave in the 
south-west. Ireland, say the 
government's critics, is fast 
becoming a two-nation state. 
On the eastern side of the 
country are the increasingly 


wealthy areas around Dublin 
and Cork, sucking up inward 
investments and EU fund- 
ing. On the other are the dis- 
advantaged border, midland 
and western counties, bereft 
of investment and facing 
serious population declines. 

Ballina. County Mayo's 
biggest town with a popula- 
tion of 8,000. has an unem- 
ployment rate of 25 per cent 
- over twice the national 
average, in the early 1970s 
Asahi, the Japanese group, 
opened a synthetic fibres 
plant near the town with the 
promise of 1.100 jobs. At its 
peak, employment reached 


500 - the plant was forced to 
close down last year due to 
worldwide overcapacity for 
its product. 

"The government does not 
have any proper regional 
policy." says Mr McCole. 
“The whole system is 
designed for the cities. The 
one place in the west that is 
really thriving is Galw'ay, 
which has attracted millions 
in investment and is now the 
fastest growing city in 
Europe. But we have had to 
fight very hard to achieve 
some progress." 

Ba Hina's efforts have met 
with some success. A IfilOm 


hotel and apartment com- 
plex is being built in central 
Ballina. The tourism indus- 
try is flourishing. More than 
150,000 attended a recent fes- 
tival there - attractions 
included an animal Olym- 
pics. with heavy betting on 
the duck and pig races. 

A number of small indus- 
tries. including a seed potato 
enterprise, have been estab- 
lished. A computer company 
is creating 10Q jobs. Coca 
Cola recently announced a 
multi-million pound invest- 
ment in a research facility in 
the town which will employ 
150 people. And there are 


plans to set up a small uni- 
versity institution, specialis- 
ing in theological studies. 

'There’s no doubt there is 
a confidence that was absent 
five years ago," say’s Terry 
Reilly, editor of the local 
Western People newspaper. 
“But in comparison with 
what's going on in the east 
of the country, development 
in this area is still slow. The 
great worry is when the eco- 
nomic downturn comes - as 
it inevitably will - what will 
happen here? The west has 
always been the last area to 
receive the benefits of eco- 
nomic growth and the first 


to be hit by a decline." 

Many schools, hospitals 
and police stations in the 
area have been forced to 
close. The road and rail net- 
work is in dire need of 
updating. Graduates are 
forced to migrate to the east 
in search of johs - the result 
is a declining skills pool in 
the west and problems of 
overcrowding and rapidly 
increasing house prices in 
the east, primarily in Dublin. 
More than a third of 
Ireland's population now 
lives in the Dublin area. 

Next year Brussels is due 
to review Ireland's Objective 
One status, under which the 
country has received mil- 
lions of pounds of EU devel- 
opment funding. Mr Reilly 
and many others say the 
government won those funds 
due to the underdeveloped 
state of the west of the coun- 
try - but then proceeded to 
spend the bulk of the Brus- 
sels money in the east. 

Due to the rapid growth of 
its economy, Ireland is 
almost certain to lose its 
Objective One status. How- 
ever, many in the west are 
determined to fight for its 
retention in their region. 

“So far we’ve bad lots of 
government reports and ini- 
tiatives but no real action," 
says Mr McCole. “What's 
encouraging is that local 
people are now getting on 
with developing the area, 
with or without government 
help. Perhaps we'll breed our 
own Celtic tiger." 


TOURISM ■ by Kieran Cooke 


Postcard landscapes reveal an 
increasingly mixed picture 


be sustained. In the first six 
months of this year alone, 
there was a 15 per cent 
increase in the number of 
hotel beds. Holiday villages 
aimed at the self-catering 
market have sprung up In 
far flung outposts of the 
country. There is talk of a 
shake-down in the industry, 

“Everyone has jumped on 
the tourism bandwagon and 
this year has shown the 
numbers are just not there 
to fill all the hotels and 
B&Bs." says one west of 
Ireland hotelier. “The trou- 
ble is that many who visited 
Ireland this summer for the 
first time and experienced 
the terrible weather will just 
not come back." 

The rise m sterling and 
moves towards peace in 
Northern Ireland have been 
important factors in encour- 
aging arrivals from Britain. 
UK tourist numbers were up 
by more than 14 per cent in 


energy users, to create an 
independent power plant, 
which could generate up to 
200 MW. 

As for ESB. it is busy 


expanding its international 
business. It already has a 
minority interest in the 
Corby power station, with 
Dominion Resources of the 


US. and in Northern Ireland 
it recently bought a stake in 
Coolkeeragh power station 
in Londonderry. ESB 
remains highly profitable. It 


also enjoys political connec- 
tions, which will help ensure 
that few changes are pushed 
through without its acquies- 
cence. 




Learning Japanese 
pays dividends 


Sean Hannick. a native of 
the small County Mayo town 
of Klllala in the west of 
Ireland, was one of the local 
negotiators involved in 
persuading the Japanese 
Asahi company to set up an 
industrial plant in the area 
back in 1972- ' ' 

Last year the Asahi plant 
dosed. The large complex 
stands idle on a hillside - 
between Ballina and Kfflale. 

Mr Hannick » stoical, about 
Asahr’s departure. “It was a 
blow to the community but 
the factory did provide ■ 
hundreds of jobs for more 
than 20- years. We also 
learned a lot from the 
Japanese." . 

In 1981 Mr Hannick set up 
Killafa Precision, 
manufacturing a wide range 
of. turned components, from - ■ 
pen tops to washers arid 
screws. The privately held ’• 
company now has an annual 
turnover afl£2-5rn and by. 
the end of this year will . 
provide 80 -badly needed - 
jobs. 

'. “We started with two . 
second hand machines In. 
the basement of a 
supermarket my family ran," 
says Mr Hannfck. “At first . • 
Asahi were ottfmain • 
customers. They taught us 
the importance of quality 
control. People round here 
had what I call the ‘Sura f ItTL 
do’ syndrome - things would 
be done in thefr way^nd in: ' 
their own sweet time. . The-. 
Japanese changed alt that ft 
was a very valuable lesson:".: “ 


Aer Rianta, the state- 
owned airports authority, is 
now the third largest oper^X 
tor of duty-free shops in 
world, managing outlets' 
ranging from Beijiug to 
Moscow to Bahrain, It says 
landing charges at Ireland's 
main airports are among the 
lowest in Europe, with duty- 
free sales a vital factor in 
keeping costs down. 

John Burke, Act Rianta s 
chief executive, says the pro- 
posed abolition of intra-EU 
duty-free sales Is a matter of 
serious concern. “There are 
no benefits to anybody in 
destroying this successful 
industry.” says Mr Burke. 


KiliaJa not only supplies 
precision turned components 
to companies, mostly 
• multinationals, in Ireland. The 
company also exports to the 
UK, Denmark, the US. Italy 
and China. 

Mr Hannick has strong 
views about what he sees as 
the lack of government 
action on tackling the west 
of Ireland's problems. 

“Dublin has a very 
patronising attitude towards 
things out here. There is the 
idea that this region is 
remote and backward. Yet 
we have Knock international 
airport just down the road 
and Dublin is little more than 
three hours away by road. 

With good telecoms we are 
linked to the world: any 
feeling of remoteness is in 
the mind - It’s not the • 
reality." 

All the workers at KiliaJa 
Precision’s ultra-modem 
plant wear the same blue 
uniforms - another idea 
copied from the Japanese. 
Workers are also encouraged 
to participate in courses J 

aimed at improving their 
self-esteem and focus. ^ 

*Y/hen I tell people in Dublin 
we are using such 
techniques to improve work 
practices they laugh." says 
Mr Hannick. “Things like that 
are not supposed to happen, 
in the old-fash toned west, " 

YVe want people out here to 
think positively - then - 
anything can be done." 


l elite 


Kieran Cooke 


The rural B&Bs 
are telling a very 
different story 
from the officials 
in Dublin 


It all depends who is doing 
the talking. Government offi- 
cials claim these are great 
times for Ireland’s tourism 
industry. In 1997 tourist 
arrivals increased by 7 per 
cent to more than 5m. 

In the first six months of 
1998 there was an 11 per cent 
increase in visitor numbers 

- Bord Failte, the Irish Tour- 
ist Board, is confident its tar- 
get of an 8 per cant increase 
in tourist arrivals for the full 
year will be met. 

Yet walk into the bed and 
breakfasts that crowd virtu- 
ally every village and town, 
or visit some of the coun- 
try's rural hotels, and a dif- 
ferent story emerges. People 
shake their heads grimly 
and talk of a terrible sum- 
mer. Statistics produced in 
Dublin are meaningless - in 
the country areas, talk is of 
vacant rooms and empty 
places at the dining table. 

“ We know there are 
regions where the industry's 
performance has not been so 
good.'" says John Brown of 
Bord Failte. "Tourism Is a 
lot stronger in the east of the 
country thah the west due to 
better connections through 
Dublin and Cork and a grow- 
ing appetite for short, city 
hopping type holidays. We 
are now trying to push the 
business out into the regions 

- this year the weather has 
been a key factor which has 
played against us." 


the first six months of this 
year compared with the 
same period of 1997. Yet visi- 
tor numbers from the Euro- 
pean continent fell in 1997 
and have only recorded a 
marginal increase so far this 
year. 

One of the big challenges 
fiacing the tourism industry 
is the EU’s proposed aboli- 
tion of duty-free shopping, 
due to be enforced next year. 
Air and sea carriers into 
Ireland have used duty-free 
sales to subsidise the cost of 
their services. They warn 
that if duty-free is abolished, 
then fares could rise. 

Travel costs across the sea 
from Prance and Britain are 
already high - & summer 
Teturn for a car with four 
passengers on the Holyhead 
in North Wales to Dublin 
route can cost more than 
£400. Any further increase 
would be likely to deter 
many potential tourists. 


Ireland's many isolated B&Bs are reporting low booking rates 


Over the past 12 years the 
overall performance of the 
tourism sector bas been 
impressive. This year 5.4m 
tourists are expected to 
arrive. In 1986 less than 2m 
visited. Last year the indus- 
try accounted for 6.3 per 
cent of GNP. Bord Failte 
estimates that just under 9 
per cent of Ireland's work- 
force is employed in the sec- 
tor. 

"We now have one of the 
fastest growing tourist 
industries in the world,” 
says James McDaid. minister 
for tourism, sport and recre- 
ation. “This is the result of 
unremitting attention to pro; 
vtding visitors with a 
friendly welcome, accommo- 
dation standards of the high- 
est quality, good value far 
money and a wide range of 
visitor facilities and attrac- 
tions." 

The question is whether 
this strong performance can 
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BANKING * by John Murray Brown 

At risk from the 


IRELAND 5 



The sector's 
recent successes 
bring with them 
the threat of 
foreign predarors 

More than any other sector, 
banking has benefited from 
Ireland’s .recent extraordi- 
nary economic performance. 
But the picture going for- 
ward is less certain. 

With the launch of the 
European single currency, 
the bigger banks - Bank of 
Ireland and Allied Irish 
Banks - seem confident they 
can survive with their 
strong domestic franchises. 

The two banks are in 
fierce competition “in every 
product in every town, in 
every high street". But a 
number or foreign banks - 
BNP and Barclays, for exam- 
ple-are already present as 
niche operators in the home 
market With the growth of 
e-commerca and banking on 
the internet, the pressure on 
domestic operators seems 
certain to increase. 

“The real danger is from 
foreigners cherry picking, as 
we do in the UK,” says 
David Holden, of Bank of 
Ireland, the second largest 
bank with assets of l£38bn. 
AIB has assets of around 
l£40bn. 

At home, the established 
banks are already under 
pressure from insurance 
companies, building societies 
and increasingly from large 
retailers. 

Net interest margins con- 
tinue to diminish. To offset 
this, the focus of the larger 
banks has been to increase 
fee-based income. ALB. for 
example, has a successful 
I£28bn asset management 
business, which is not fully 
reflected in its balance sheet 

The last spate of consolida- 
tion in the Irish banking 
industry was back in the 
1960s when Bank of Ireland 


was created out of the 
merger with National Bank 
and Hibernian Bank and AIB 
was formed from an alliance 
"between Monster & Leinster, 
and the Provincial & Royal. 

The market is remarkably 
concentrated with Bank ol 
Ireland and AIB - each with 

around 300 branches - 
accounting for 40 per cent of 
deposits. Ulster Bank - a 
wholly owned subsidiary of 
Nat West - is the third larg- 
. est. Indeed it now derives 
over half its earnings from 
its operations in the Irish 
Republic as opposed to 
Northern Ireland. Irish Per- 
manent - the former mutual 
which privatised in 1994 - is 
gaining ground. Anglo Irish 
Bank is a niche operator 
lending to the corporate sec- 
tor. Anglo Irish has had a 
big appetite for capital over 
the years, returning to 
shareholders a number of 
times. However, capital 
ratios are now improved, 
although analysts point out 
mucb of its loan boob is 
secured on property. A prop- 
erty slump could hit it badly. 

As Tor the state-owned 
banks, Charlie McCreevy, 
the finance minister, has 
given the go-ahead for the 
sale of Industrial Credit Cor- 
poration. The government 
has signalled it favours a 
merger of Agricultural 
Credit Corporation and TSB 
- the old Trustee Savings 
Bank. Oliver O'Shea, bank- 
ing analyst at Goodbody 
stockbrokers, believes that if 
it were then to float, the 
merged bank could be worth 
as much as I£700m_ 

In 1998. there was one 
black spot with the ongoing 
row over National Irish 
Bank, the subsidiary of 
National Australia Bank, 
which has had a fairly torrid 
time following an RTE inves- 
tigation into over-charging. 

Shane Nolan, banking ana- 
lyst at NCB stockbrokers. 
thinks the outlook is much 


rosier. The euro will none- 
theless pose a short-term 
problem for Irish banks - as 
it will for all banks in the 
new eurozone. 

The cost of introducing 
notes and coins - and the 
accounting and back office 
tasks involved in that exer- 
cise - will be considerable. 
For the first two years, state- 
ments will continue to be 
provided in two currencies. 
The loss of foreign exchange 
business once the Irish 
pound is part of the euro- 
zone is estimated at around 
L£20m a year. If sterling is 
eventually to join. Irish 
banks would incur a further 
I£30m loss. 

Mr Nolan says there will 
be some squeeze on whole- 
sale margins, as the euro 
prompts the convergence of 
rates with those in continen- 
tal Europe. Anglo Irish Bank 
is probably less exposed 
than other banks to margin 
pressure from the fall in 
interest rates, as it is already 
paying the best rates. 

A bigger challenge for the 
h anks will come as Irish 
institutions, traditional buy- 
ers Of the Irish b anks ’ 
equity, look to diversify 
their portfolios as they no 
longer have to match their 
Irish liabilities with exclu- 
sively Irish assets. In the 
eurozone, all the markets of 
the participating countries 
are in effect “domestic". 

Mr Nolan says: “In periods 
of stock market weakness, 
the big Irish institutions 
have traditionally been big 
buyers of Irish stocks, but 
not this time." 

But he insists Irish hanks 
represent good value. Rat- 
ings are still at a discount to 
pan-European levels. Ireland 
enjoys a uniquely favourable 
demographic profile. The 
labour supply is rising. The 
number of first-time buyers 
In the housing market is 
increasing. Social changes - 
with children leaving home 



The banks are imdar attack but the bigger institutions such as Bank of Ireland and Allied Irish are 
confident they cm survive competition from abroad thanks to their strong franchises 4u- hk* 


earlier, and forming house- 
holds at an earlier age - pro- 
vide additional opportunities 
for lenders. 

A big bonus will be the 
changes in corporate tax 
agreed with Brussels by Mr 
McCreevy. The introduction 
of a standard 12.5 per cent 
tax rate after 2003 - the cur- 
rent preferential rate of 10 
per cent applies only to man- 
ufacturing and not to hanks 
- will have the effect of rais- 
ing namings per share by as 


mucb as 6 per cent, accord- 
ing to NCB. 

Moreover, the larger Irish 
banks have little or no expo- 
sure to emerging markets. 
Allied Irish Banks has an 
operation in Poland. But 
Tom Mulcahy, chief execu- 
tive of AIB, says Poland has 
many of the characteristics 
of Ireland in the 1980s. 

Of Bank of Ireland's total 
loan book. 60 per cent is 
lending to the residential 
market, in the wake of the 


acquisition of Bristol and 
West in the UK. This is con- 
sidered the least risky of 
businesses. 

Some analysts believe 
Bank of Ireland is a likely 
acquisition target. It has UK 
operations. 111118 for a UK 
predator, the synergies 
would provide some opportu- 
nity for cost-cutting. But as 
one senior director of the 
bank says: "The best defence 
against a takeover is to per- 
form our socks off." 


SKILLS • by John Murray Brown 


An enterprising view of education 


The government 
is keen to balance 
vocational 
training and study 
for study's sake 

The youngest member of 
Bertie Ahern’s cabinet has 
probably made mare of an 
Impact than most of his 
older and more experienced 
colleagues. 

The 37-year-old Micheal 
Martin Is minister for educa- 
tion and science - a key 
portfolio at a time when 
industry is looking to the 
school and university system 


to meet its rapidly growing 
labour needs. 

The son of ah Irish boxing 
international, Mr Martin is 
the only Corkman in the 
cabinet. Some see him as a 
future leader of Fianna Fall 

His task at education is a 
daunting one. At a time 
when the economy is 
expanding by 8 to 9 per cent 
a year, Ireland's ability to 
meet the needs of multina- 
tional investors will deter- 
mine whether the recovery 
is sustainable. 

The previous government 
was advised it would need to 
spend I£50m over three years 
to meet the skills shortfall. 


Mr Martin has increased the 
budget fivefold. 

Within days of the election 
in 1997, he had announced a 
I£5m emergency package to 
create additional places on 
teleservices courses, which 
prepare students for call cen- 
tre work- A taskforce involv- 
ing business and govern- 
ment agencies was 
established in a bid to antici- 
pate skills bottlenecks. The 
body is headed by Chris 
Horn, chief executive and 
founder of Iona Technologies 
- a computer company 
started on the campus at 
Trinity College in Dublin 
and now listed on the Nas- 



daq small companies 
exchange In the US. 

Mr Martin and his Progres- 
sive Democrat colleague 
Mary Harney, the deputy 
prime minister and minister 
for enterprise and employ- 
ment, then announced the 
creation of a three-year 
ratsnm fund for the technol- 
ogy sector - one of the larg- 
est government initiatives 
ever undertaken. 

“We need to convince 
young people and their par- 
ents that technology offers 
good career prospects. This 
year we’ve sent videos Into 
every secondary school to 
explain what life is like as a 
technician- There's some evi- 
dence that more people are 
choosing the science and 
technology courses," says Mr 
Martin. 

In software engineering - 
where there are already 
signs of labour shortages - it 
is estimated Ireland 'mil 
need to proride 1,000 addi- 
tional places a year. A fur- 
ther 750 places for engineer- 
ing technicians Is also 
forecast Mr Martin is confi- 
dent as a result of the recent 
initiative that those needs 
will be met 

As part of the programme. 


Mr Martin is hoping to 
attract “non-standard" stu- 
dents - many in their late 
20s or even late 30s who may 
have been out of work - to 
take up courses as techni- 
cians. 

The national certificate of 
manufacturing and technol- 
ogy is one of Mr Martin's 
innovations. The course took 
on 300 “non-standard” stu- 
dents this year. It is an 18- 
month long programme, and 
industry guarantees a six- 
month placement for each 
student. Industry drew up 
the syllabus together with 
the technical colleges. 

Indeed the links between 
business and the third level 
colleges are intensifying all 
the time. Many of the for- 
eign -owned multinationals 
will liaise directly with the 
colleges m a bid to shape the 
curriculum to their needs 
and head-hunt the best grad- 
uates. 

“Take the business infor- 
mation systems course at 
University College Cork - 
they anil all have job offers 
in their third year." says the 
minister. 

“There is an old argument 
that universities are not 
there to serve industry - 


they're there to serve educa- 
tion. I’m a bit impatient with 
that argument, because I 
have a humanities back- 
ground myself." he says. 

Nonetheless, he says there 
has been little resistance 
from the universities to his 
plans. Indeed, when in oppo- 
sition. it was his contacts in 
the universities who kept 
him informed of the prob- 
lems. 

“We're not scuttling the 
history department or the 
Spanish course. But the 
world changes and the uni- 
versities have to reflect that 
change as welL" 


PROFILE 


Kieran McGowan 


Potency of 
investment 


Few countries are in the 
lucky position of haring to 
ration the inflows of 
foreign investment. But 
such are Ireland's 
attractions as a location, 
that under the recently 
signed accord on 
corporation tax, the 
European Commission has 
had to set a quota for the 
next five years in a bid to 
proride an orderly 
transition to the new rati'. 

At one level the issue is 
technical. Investors are 
presented with un incentive 
to sign up and take 
advantage of the existing in 
per cent rale ur they can 
wait until the new 12.5 per 
cent rale is implemented in 
SOSO. 

But the story lx also n 
striking illustration of 
Ireland's investment effort, 
which for the last five 
years has been spearheaded 
by Kiemn McGowan, who 
retires this year as head of 
Lhe Industrial Develupnieni 
Agency, the government's 
promotion body. 

TSl\. he admits, is the 
most important piirt of his 
armoury. “The agreement 
was vital because it took 
away a lot uf the 
uncertainly. Companies do 
not like uncertainty.” he 
says. The low tn\ rale is 
particularly crucial fur 
drugs companies which 
typically enjoy high 
margins, but need to 
reinvest much of their 
profits in research and 
development for the next 
generation of products. 

The village of 
Ringnskiddy in County 
Cork is probably heartily 
sick of the fact, but it is 
here that Pfizer, the US 
company, is manufacturing 
one of the key ingredients 
of the Viagra 
anti-impotence drug. 

Indeed such has been the 
world demand for the 
product that latest export 
figures show that 
chemicals shipments have . 
doubled in the last year. 

But Ireland has 
concentrated on the high 
growth, high technology 
sectors such as electronics, 
computers, healthcare and 
financial services. 

Overall. IDA-backed 
companies account for 75 
per cent of manufacturing 
exports. 55 per cent of 
manufacturing output and 
45 per cent of 
manufacturing 
employment. 

In electronics, Ireland 
now draws 40 per cent of 
all US investment in the 
European Union. In the fast 
growing teleservices sector. 
Ireland is the most popular 
location for pan-European 
call centres. The IDA'S 
success underlines that 


Ireland’s peripheral 
location in the single 
market is no handicap - it 
may he an advantage. 

Separately, the Dublin 
docklands has become a 
huh of financial services 
providing back office 
fitciluk-s for banks, 
corporate and treasury 
operations and lease 
finance ami insurance. 

Geography, it seems, is 
less important for investors 
than demography, with 
Ireland's labour force, 
which is increasingly well 
educated, growing while in 
many European countries 
it is shrinking. 

With Ireland accounting 
fur one out of every 10 new 
jobs in the European 
Uni>>n. then* have 
inevitably been shortages 
in some sectors, 
particularly software 
engineering. 

“M's tight everywhere. 
Bui uur relative position 
hasn't ch.mgitl," says Mr 
McGmvan. 

It lias not all liven lair 
sailing. Seagate 
Technologies, the US disc 
drive manutnetuRT. closed 
its Ti penary plant in 
December, with the loss of 
1,100 jobs in Clonmel, a 
town of just 20.000 people. 

In many ways Seagate was 
on example of a much 
earlier type of “screw- 
driver" investment, deploy- 
ing low skills. Mr McGowan 
also says the plant had 
“mopped up a lot or people 
who had never had a job". 

But the closure 
underlined the danger of 
small provincial towns 
being over-dependent on 
single investors - 
particularly in the volatile 
electronics sector. 

The issue of regional 
dispersal will be even more 
important in the context of 
the Northern Ireland peace 
deal where cross-border 
initiatives may become port 
of the job of the respective 
investment agencies. 

“We’re already 
co-operating to discourage 
companies from 
border-hopping." he says, 
referring to the practice of 
companies who try to play 
off one agency against the 
other to wring the best 
terms. But he says in some 
ways the two regions are 
complementary. Ireland 
has targeted the US where 
fast growth companies 
need low tax In order to 
improve their earnings 
profile to shareholders. 
Northern Ireland has been 
far more successful in 
luring Asian companies, 
where the security of grant 
money up front is the 
crucial issue. 

John Murray Brown 


Treasury Building. Grand Canal Street. Dublin 2. Ireland. 
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Mfchedl Martin hw thrown energy and a big budget behind 
promoting vocational training to meot the skills shortfall c***. 
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6 IRELAND 


A VISITOR’S mttE to 0U6UN by Michael O'Sullivan 

A sight more than pub-dodging 


In James Joyce's U/ysseS, the protagonlsC^^tephen 
Dedalus, muses on how chajfcriglrig it would he fo 
cross the city of Dubfln from one side to ^ Other 
without passing the doors of a' public 
house. While the pub remains the : 
nucleus of social fife irt the city* tia % 
nature has charged somewhat since 
Dedalus posed his conundrum in 
1904. Before taking up the gauntlet 
of that interesting challenge, the v 
visitor wtU need a bed for the night . 


“The most cfistfngufehdd address, In 
Dublin" is how The Sti&otiritt HS& on ^.Stephen's ' . 
Green describes itself. Such a boasf i^Osfifted not ■ 
by Dublin's rapidly spiralling property {ffes3 but by - 
tradition. Thackeray stayed- here iii .1842, kites What ; 
many regard as the best bar in Dubfin,rtiikbptefl Shoe’, 
aWHfuRy and dtecreetiy fun by fe 

father confessor to the etite of the capjjll's drinking 
dassea. On any one evening orfe may encounter 
a cabinet minister, a resident rodtorfflrti star 
and the fldfsam and jetsam ofcfty society. The 
hotel afeo has one of the fifty's bestspcta for a 
casual lunch - The Stefeaww Bar (tel: 6766471) 
wttlCh.serVes defldbua Irish oysters, smoked 
salmon arid Dubflrt SayfrtfVWfe* did Guinness 

Otftertity Centra fkffefe of charac 
7Be Rterirtf (off Menton Squae,tal: 

6030600), formerly the taWnhdCteeof 
the Duke of Woffington's temilyx 
Furnished In the rrtenfterof ek l3fb 
century town resktence Itawi/SsiT 
the best afternoon tea hr Dtrtm f 
houses 

6764192), the city’s Only two sfer 
MkSheOrr establishment A k^iegUlfiki^ 
cfienteie suggests tW the accbfa 
we# deserved. 


6709600) is the trendies! df1h*' : ^ 
recentiy refurbished hotels flrttf til? 
superb restaprant, the Tea Book#,, 
The visitor seeking a smaft, 
discreet and charming pension . 
would be well advised to stay 
at TrtoStrrUidge (South 
Frederick Street, tab 6795044). 


Ireland’s economic boom has facilitated the opening 
of dozens Of so-caHed "upmarket restaurants” The 
head pbrfer atarty hotel win furnish the details. 

However, if you seek the tried and 
trusted, sample Cflq Hard* (Pembroke 
Hdad, teli 6684130) which Js • 
.frequented by at [east two former 
prime ministers and offers old 
fashioned, retiabte French cuisine. La 
(St Stephen’s Green, tel. : 
6616669) offers very good Belgian 
food whh an Irish twist 

One of.the most entertaining places for dinner is The 
PeUJhr^fleSte^jraM (over the pub of the same name . 
on Pemfepte Street, tel r 6762449), Here almost 
anythtagcan dridfnVariably does^ happen. Margaret : 
Hyland, the chef-prOpridtor entertains politicians, ; 
and tiim stars. If s not unusual tof ho- to 

diners in an Irteti ballad as the ... 
evening progresses. Some who come 
for lunch have been krrown to stay for 


dinner. 


Fortified wim food, tire mom rrtauSt of 
spirit may seek outthe city’s nlghtfife.^ > 
The four top night-spots are: WSMWfs 
(South Frederick Street) a quiet 
word with owne*' Robbie Fox 
should secure a place In the 
Upstairs VIP ban Lite's 
BotMo (Grtfton Street) but . 
only drink is for safe; tbs POO 
(Harcourt Street) is the' 
preserve of the young' and 
trendy; and finally The 
Kitchen (at the Clarence 
Hotel), owned by U2 and 
frequented by the music 
and fashion set 

Having survived even a 
modest sampling dfthe 
abo've, seek next day ■»' 
recovery in the wood- ; 
panelled attnospherb of 



establishments r arid reflect 
on your failure to rise fb 
young Dedalus’s challenge! 


A spider can instantly 
identify the slightest 
variation on its web... 
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FASHION * by Mk^aeT C? T Stdth^n 

Draw of 
the Celtic 


Irishdesigners are 
wiraiingwodd. 
acdaim, buthteh 
streets are. beiTlg 
slow on 

"psltic chic? and ' “Gaelic 
Caam" are apywig the most 
regular buzz words Invoked 
to describe' tfie tecent traBS- 
fbnflationmideigDnebythe 
Irish fashion. indtsfry: .. 

For so long restrained by 
the. image of comely maidens 
dancing on what was misrep- 
resented as ; "traditional* 
dress', the Irish" fashion 
industry has l emerged to 
fake a sfrong position in the 
world market - 
- It haS been a difficult rite 
of ' passage from frumpy 
designs favoured by the 
hefty wives- of provincial pol- 
iticians to the undisputed 
elegance now emerg in g from 
the sketch pads Of Irish 
designers and gracing the 


The revered* 
queen of Irish 
fashion is . 
knitwear 
designer 
Lainey Keogh 


wardrobes of the Hollywood 
elite. 

The recent "Fifty Yeats ot 
British Fashion" exhibition 
at the Victoria & .Albert 
museum In London inclu ded 
several Irish designers. John 
Rocha, though of Sino-Portu- 
gese descent, was named 
British designer of the year 
in 1993. 

Industry sources say All 
Malek. another designer who 
works out of Ireland, has the 
potential to achieve world 
class status in the very near 
future. He already counts 
Tina Turner among his cus- 
tomers. 

The recent upturn in . the 


Irish ■ecoti omy has not yet 
been, a, bulwark of support 
lor fesfabbshed or emerging 
Hah designers. Over 15 per 
ofint; a£ctotfciug sold in Irish 
retail cnxUets is imported, 
The rtacreased spending 
powft! of thdse benefiting 
from better times in Ireland 
is . sot finding its way Into 
the coffers of native fa ahtaa 




r.u '*3 <•! 






Rather oddly the found- 
lings and street-waif-rejects 
erf the Otitic tiger, the fash- 
ionable nickname for 
htiand's booming economy, 
have been used la fashion 


Vogue as perfect foils for the 
sumptuous work, of Interna- 
tional fanMnw houses. Frank 
Stanley of M&fcallas, one of 
Dublin’s l a rgest independent 
rfntftfag retell outlets, says 
"the ttagtimg ' English re-co- 
lohisatlon of the Irish high- 
street naturally gives more 
market penetration to for- 
eign designers to the detri- 
ment of their Irish counter- 
parts". 

Others say the high qual- 
ity of Workmanship in the 
creations of the principal 
Irish designers places .them 
outside the reach of the 
majority of high-street abop- 
pere. 

"On the catwalk," says 
Frank Stanley, "it's Lainey 
Keogh. Paul Costelloe, 
Louise Kennedy and Philip 
Tneacy but on the streets its 
Hobo and Irish Diesel’'. 

These four designers domi- 
nate the top end of the Irish 
couturier market with Cos- 
telloe having the largest 
market share. 

-They are the inheritors of 
a tradition established by 
Sybil Connolly in the 1950s. 
Bliss CatUoDy, who efred this 
year aged 78, made the Irish 
Aran knit a worldwide fash- 
ion success, dressed Jackie 
Kennedy when she was first 
Lady and went on to design 
rhfaq and crystal for Tiffa- 
ny's. She is credited with 
creating a fashion awareness 
in Ireland that brought 





John Rdcha has capthatod critics vrifii hta ■toflant **k design# am 




things beyond the decayed 
gsntrified realm of "Dior and 
dogs dinners". 

The Undisputed queen of 
Irish fashion is knitwear 
designer Lainey Keogh- Her 
client list includes Elizabeth 
Taylor, Demi Moore, Isabella 
Rossellini, Marianne Faith- 
full, John Hart, Bono, Kevin 
Costner and John Boorman. 
It was Lainey Keogh who 
sent Naomi . Campbell down 
a London catwalk in a green 
sheer crochet dress which 
revealed half of the supermo- 
del's right breast 
. That same show, master- 
minded by Isabella Blow, 
launched the career of 
Sophie Dahl, grand-daughter 
of the writer Roald Dahl. 
Miss Dahl, a voluptuous size 
16 . was quite a risk for any 
dpgjgner to use as a model. 

But Lainey Keogh's will- 
ingness to take risks is part 
of her genius, as when she 
uses new technology to mix 
traditional materials with 
new. Her band-woven fabrics 
caught the eye of John Galli- 
ano and were used for Dior’s 


couture collection which was 
presented in Paris in July- 

Working out of a large 
bright studio in Dublin's 
Dawson Street Keogh has a 
loyal dedicated staff who 
interpret instructions deliv- 
ered in what her friends call 
"Lainey-speak”. 

She refuses to engage In 
the argot of the trade prefer- 
ring Instead to use her own 
blend of Celtic add Eastern 
spiritualism which same say 
has the potential to become 
as much a fashion accessory 
as her award-winning 
designs. 

She believes, rather like 
All Tweedle, that one can 
ban the bomb in a feather 
boa just as effectively as 
without 

Keogh together with 
Rocha, Kennedy and Treacy 
now service niche markets 
In the UK, continental 
Europe, Japan and the US. 
They have done much to 
banish the old fhsty reputa- 
tion of Irish fashion while 
boosting the value and 
image of Irish exports. 
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. ..sort of an eight legged 
version of our Network 
Management Centre. 
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